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Moral Crisis in. Downing Street 


“Sele og thoughts about the Government’s. handling of the latest 

phase of the economic crisis are ‘no more cheerful, after’ the lapse 
of a week, than those provoked by the Prime’ Minister’s speech in the 
House of Commons. ' Indeed, in one important respect, the crisis has 
changed i in its character and become more ominous in the process. ‘Last 
week, it was still an economic crisis, a matter of needs and resources, 
Now, it has become a political crisis, a matter of confidence. Then, 
the chief anxiety was whether the Government had a policy. Now, 
there is growing anxiety whether the country. has a Government, 


The Labour Government and the Labour Party now find it impossible 
any longer to conceal from the world the fact that they are so unsure of 
themselves and so riven with differences that their power of decision, 
never very large outside those Elysian realms where nationalisation 
schemes are drawn up, has almost totally disappeared. The whole 
course they have pursued this year long ago pointed to the conclusion 
that the Cabinet could not make up their mind—but those who wished 
the Government well resisted the conclusion, since it implied such a 
monstrous dereliction of duty. But last_week’s performance prohibits 
any other verdict. The press is eloquent testimony to the shock. With 
the exception of the duty-bound Daily Herald, not a single paper has 
had anything good to say of the Government. Those organs which, like 
The Times, the Manchester Guardian and the News Chronicle, have 
hitherto been most friendly to the Government and to Mr Attlee per- 
sonally have been the most outspoken in condemnation of them and of 
him. According to those reports that have run the gauntlet of the new 
definition of Parliamentary privilege, the Parliamentary Labour Party 
itself. now recognises that its leaders do not know where to lead. The 
astonishing contrast between the forecasts of downright, drastic, ruthless 
action and the pitiable performance—the contrast that has so much 
angered the back benchers—is apparently to be explained, not by any 
lack of the intention to be forthright, but by the fact that, when it came 
to the point, the Cabinet could not agree on anything to be forthright 
about. So those unlucky Ministers who were compelled to speak took 
refuge, each according to his character, Mr Attlee in banalities, Mr Dalton 
in verbal rotundity, and Sir Stafford Cripps in eloquent moralities, 


Subsequent events have underlined the nervelessness of Ministers. 
The whole episode of the Supplies and Services Bill has tevealed them 
in an attitude of vacant indecision. ‘The shilly-shallying over the 
nationalisation of the steel industry contributes to the same impres- 
sion. Most of the members of the Government are by now 
heartily sorry that the word “steel” ever crept into the pages of 
“Let Us Face the Future.” They. dare not back out.completely. 
On the other hand, they have no illusions about the administrative, 
Parliamentary and public consequences of going ahead and, for all their 
obstinate party rancour, they know that this is not the time to split the 
country wide open. They would g find a compromise that would 


enable them to tell their followers that they had done something, without 
in fact doing anything very much. Mr Morrison had worked such a plan 
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out. But the representatives of the left wing in the party and 
in the Cabinet, led by Mr Aneurin Bevan, will not hear of com- 
promise. They are a small minority, but Mr Bevan is one of 
the few Ministers with the moral courage to resign on what 
seems to him to be a matter of principle and that, in this Cabinet, 
gives him great power. He is using it, today to imsist on the 
nationalisation of steel, tomorrow probably to protect his hous- 
ing programme against any more cuts; in either case to make 
mischief. 
. 

In difficult times, the British people will always respond to 
strong leadership. By so much more are they likely to be dis- 
mayed by the discovery that there is no hand at all at the helm. 
The Government have, in the last few weeks, thrown away a 
priceless asset. They allowed, they even encouraged, the pub- 
lic to be keyed up to a pitch of rueful, but nevertheless resolute, 
expectation of sacrifice and effort. For the first time in this 
economic Battle of Britain, they were getting ready for tears and 
toil. When the Prime Minister rose to speak last Wednesday, 
there was an atmosphere of emotional tension ; the nation was 
waiting for the. word of command. The mood was punctured 
and deflated, and it will be very difficult ever to re-create it. 
The public will be very hard henceforward to convince of the 
reality of a crisis, If Ministers have hitherto enjoyed from the 
public the benefit of the doubt, they will henceforward have to 
fight against a tide of distrust. 

A fortnight ago the view was expressed here that the present 
crisis was the planners’ last chance. It is now unfortunately 
clear that it has not been taken—through no fault of the central 
group of permanent and temporary civil servants, who have 
doubtless done their best to keep their masters’ noses to the 
grindstone of reality. But planning as practised by the present 
Government is now clearly bankrupt. It is true that Ministers 
and their advisers are busy working out a new set of estimates, 
targets and programmes. But these are about as pointless 3s 
the plans of the General Staff in an army where the troops no 
longer obey their officers. The real issue is not whether the 


Coal Must 


URING the next few weeks developments in western 
Europe will offer a rare opportunity for British statesman- 

ship. The economic conference of sixteen governments in Paris, 
having completed their stocktaking, will be drawing up the final 
reply to Mr Marshall. They will sometimes pause nervously 
and wonder if they are building castles in Spain. They will 
be tempted to conduct disputes on the side and to frame 
vaguely-worded compromises. They will be using a number 
of impressive phrases, ranging from “ pooling of resources” 
and “co-ordination of plans” to “customs union” and even 
to “united states of Europe.” The test will be whether they 
can put any reality behind the phrases. Such arrangements 
and engagements between governments look easy in eastern 
Europe, wherg, the Russian matchmaker brings couples together 
_ in record time ; in western Europe they look difficult, with the 
British, and the French, and the Scandinavians, and the Swiss 
behaving rather like stubborn bachelors and suspicious spinsters, 
while the American matchmaker stands aloof and inscrutable. 
In such a situation bold and purposive leadership by one 
delegation becomes essential. Leadership in this case means 
not pre-eminence in stating general principles but initiative in 
setting practical examples. What sort of examples ? Agreement 
to use scarce materials like coal and steel for mining equipment 
instead of for luxury cars ; agreement to concentrate manufac- 
turing programmes on countries where plant and labour are 
available ; agreement to pool available timber supplies at the 
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programme is the right one but whether, and how, it will be 
achieved. The*Government have lost control of the situation; 
how can they regain it? To these essential questions it is clear 
that Ministers have no idea of the answers. 

Something was said last week about the extent to which the 
nation’s crisis is an economic one or a moral ome and the way 
in which what looks like bad morale may merely be bad 
economics. But there is one place where the crisis is wholly 
moral, and that is in Downing Street. No one but a fool would 
pretend that he knows how to solve the nation’s problems. But 
it is not very difficult to suggest quite a number of things that 
could be done and would certainly both exercise the right 
influence at home and give the necessary evidence to foreign 
observers (whose verdict will be final) that the ability and the 
will to recover still exist. One, which is argued in the following 
article, would be to start the immediate export of coal, if possible 
from increased production, but if necessary at the cost of 
domestic consumption. Another would be to make it quite 
clear that food imports will be cut before essential industry is 
allowed to stop for lack of raw material. A third would be to 
postpone the bulk of the housing programme to clear the way 
for productive capital projects—those, that is to say, that will 
directly result in increased production, especially of food, power 
and exports, within three years. A fourth would be to face 
the fact that these large capital projects can only be accom- 
plished at the cost of consumption and that they can only be 
prevented from causing inflation by deliberately cutting the 
national consumption until they are wholly financed by current 
savings—which involves creating a real budget surplus, either 
by economies in expenditure or by increases in taxation, of 
some £400 million or more. 

These things are terribly difficult for politicians to attempt. 
But until somebody in Downing Street acquires the moral 
courage to demand that they be done, and to endanger his 
place and his popularity to get them done, the nation wil! con- 


tinue to slither rudderless from weak expedient to unworkable 
compromise. 


Come First 


cost of national building programmes. None of these, perhaps, 
is a very striking example ef one government giving up plans 
and advantages to help others, but the principle of sacrifice 
involved in each one is very striking. And it is by offering a 
striking contribution to western Europe’s recovery so as to bring 
epee to life that leadership in Paris will be seized and 

e 

How could Britain make this contribution ? Alone among 
the sixteen, it has in comparative abundance the raw material 
from lack of coal: every one has incurred criticism from its 
is coal. Every government represented in Paris has suffered 
from lack of coal: every one has incurred criticism from its 
people, or changed the pattern of its foreign trade to buy it in 
new markets, or spent dollars to buy it from the United States, 
or intrigued politically to get it from Germany. The vicious 
economic circle caused by lack of coal is everywhere known in 
western Europe. German recovery has been critically delayed 
by the demands of neighbouring countries for Ruhr coal and 
coke which might have gone to the making of German steel 
or mining equipment. French recovery has been delayed—with 
momentous political consequences—because the coal require- 
ments of the national plan could not be met. Timber for wood- 
pulp, newsprint and British houses has been burnt in Swedish 
homes because no British coal came. Italy has had to exchange 
men for French coal because it could buy no British coal. The 
revival of Europe’s fields and farms has been held back because 
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there has not been the coal to produce the fertilisers. And so 
the woeful tale can be spun out, until it builds up into an 
unanswerable indictment of British failure. : 

The British are inclined to ask what on earth it has to, do 
with the foreigner if they cannot export coal ; forgetting that 
the foreigner takes it for granted that the coal could be pro- 
duced. Only thirty-five years ago, before the war of 1914-18, 
British mines produced 23 per cent of world coal output and 
shipped abroad §5§ per cent of world shipments. And as recently 
as 1938 they were still producing 18 per cent of world produc- 
tion and exporting 37 per cent of world shipments. Now those 
exports have virtually ceased, and a trickle towards the end of 
next year is the most that Mr Shinwell will hope for. 

Nothing that Mr Shinwell has said since he left the front 
Opposition bench—and there is much to choose from—shows 
that he is aware of the momentous consequences of such a 
statement. There has been no authoritative voice deploring the 
arrival of American ships in the Bristol Channel ports—not to 
fetch coal but to bring it. Mr Bevin’s thrice repeated public 
demand for thirty million tons of exportable coal with which 
to bargain his way in European diplomacy has never been 
answered by a colleague. And Mr Horner, stout advocate of 
doing without the dollar, has positively shied away from the 
suggestion that Britain could cut some of those dollar ties, 
simply by exporting coal to take the place of American coal 
now reaching France and Italy and Denmark. The foreigner, 
of course, concludes that British Ministers are afraid of the 
miners, that they cannot command their good will or loyalty. 

Nor indeed has much attention been paid to the cost to 
Europe of Britain’s failure to export coal. Only rough and round 
calculations are possible, even for the dollars spent on American 
coal; and it is still impossible to calculate what the failure has 
meant to such countries as Sweden, Spain, Italy and Denmark. 
But, in the year ending June 30, Europe received from the 
United States 254 million tons of coal and ‘coke at a cost of 
over $500 million. The conclusion is inescapable: that British 
miners could have saved Europe $500 million by working 
one hour a day more than they worked in May and June. 


* 


What may be called the foreign political argument—Mr 
Bevin’s argument—for coal exports of 30 million tons a year is 
overwhelming. But so is the currency argument. Of hardly 
any other British export than coal can it be said with certainty 
that it will be indispensable and saleable for years to come. 
Countries may refuse, or reduce their demand for, textiles, motor 
cars, machinery and other key British exports; they will not 
refuse coal. In 1938 (not a particularly good year), when 31 
million tons of coal were exported to Empire and foreign coun- 
tries, over £37 million was earned. At present prices the same 
amount of coal would earn vastly more. Even on the narrowest 





267 
grounds of British self-interest, the export of coal should be 
regarded as priority number one, If there is any truth at all in 
the slogan “ export or expire,”. coal should be exported before 


‘any other use is made of it. Ideally, of course, the rate of pro- 
duction should be increased until it covered both exports and 


home requirements—and there are very few foreigners who can 
understand why this is not possible. But even if it is impossible, 
even if 200 million tons is the very most that can be hoped for, 
exports should still have the first call. If 30 million tons were 
exported out of a production of 200 million tons, that would 
leave for home requirements 170 million tons, against the pre- 
war inland consumption of about 180 million tons. There is not 
another country in Europe that would not count itself lucky to 
be able to burn 943 per cent of its pre-war supplies of coal. 
Mr Bevin, by taking up Mr Marshall’s challenge, has committed 
the country to a Western European policy as the one means 
of obtaining American aid and support. The essence of the 
operation is that there should be at least a rough equality of 
effort, at least a rough pooling of resources. The Continental 
nations will certainly say that what the British can and should 
contribute is coal. The Americans will agree. There is no 
British answer that will hold water for a moment. British coal 
exports will probably be, and certainly should be, an essential 
condition of receiving any assistance under the Marshall plan. 
Whether those exports are provided out of increased production 
or by cutting the supply of coal for warming British houses is 
not the concern of the Americans or of the Europeans; it is a 
matter that will lie between Mr Arthur Horner and the people 
of Britain. 

Ever since the fuel crisis six months ago, British conduct of 
economic policy has been watched in Europe and the United 
States with very critical eyes. Some of the remarks made have 
been unreasonable; the mood and hopes of the voters who 
brought Labour to power have not been understood. But the 
main criticism has been shrewd and fair. It has taken the form 
of a question: why cannot the British put first, above all things, 
the extraction and export of their national treasure—coal ? 

An answer to this question must be found if the opportunity 
now offering itself in Paris is to be seized and held. Nothing 
would kill the Marshall idea quicker than persistence of the © 
feeling that Britain, in any economic association of Western 
Europe, might prove a liability instead of an asset. That feeling 
will persist so long as the British Government shows no signs 
of making its basic industry perform the vital function of fuel- 
ing Europe. Doubtless Congress and the American public will 
welcome round phrases and the general principles which the 
Marshall offer suggests—a declaration of interdependence, a 
pledge to work for economic integration and a provisional plan 
for self-help, But these will all ring hollow if the French will 
not produce food, if the Germans are not allowed to produce 
steel, and above all if the British refuse to export coal. 
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“ "the Society’s With Profit policies will stand comparison with 

those of any other office. This is particularly true when the strength of 

the Society as disclosed by the triennial investigation is borne in mind. 
Extract from Chairman's speech, 27th March, 1947 
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The Efficiency of the State 


ABOUR’S second year of office has ended in the same 

flurry of far-flung legislation in which it has run its course. 
Future generations, contemplating the serried ranks of statutes 
on agriculture, transport, electricity, planning and a host of 
minor matters, may perhaps find for Mr Attlee some small 
niche by the side of, say, Campbell-Bannerman. This genera- 
tion, paying the price in unresolved crisis, and saddled with 
slapdash laws crying out to be patched and tinkered into a 
more passable shape, might well have preferred more action and 
fewer Acts. Part of the blame for this contrast between grandiose 
schemes and poor practical performance must, of course, be 
laid directly on the Labour Party’s ideology. But not all of 
it, for it has been a growing tendency of British government, 
under any party, to bite off more than it.can chew. That 
the administrative. machine is overloaded, in spite of the 
myth of excessive staffs, is today common ground between 
Right* and Leftt. . The Board of Trade, the most glaring 
example of overload, is blessed with no fewer than 256 senior 
administrative officers, from Principals upwards, concerned 
with a Pooh-Bah conglomeration of functions ranging from 
films and tourists to clothes rationing and commercial treaties. 
To the outsider these numbers seem formidable. And yet most 
of these officers are individually overworked ; and from each 
and every one of them—at least as serious a matter—a chain 
of responsibility reaches upwards to the twin bottlenecks of the 
Permanent Secretary and the President. Is it surprising that, 
with the best will and highest competence in the world on the 
part of its officials, the Board sometimes appears to industry 
as bloated bureaucracy im excelsis? And closely bound up 
with this chronic overload is the fact that the Governmental 
machinery at both the Ministerial and official level has failed 
to provide for coherent and long-sighted forethought, except 
for the special purposes of war. 


* 


For these defects in the administrative machine several 
remedies can be suggested. The first, though the least im- 
portant, would be to devolve on to other agencies a certain 
amount of the work which now. takes the time and clutters 
the desks of Ministers and their subordinates. A great deal of 
the present national control of the location of industry can be 
gradually demobilised as the new machinery of the Town and 
Country Planning Act comes into operation. The prospective 
Development Councils under the Industrial Organisation Act, 
if properly manned and given real responsibility, should be 
able to relieve the economic departments of a noticeable burden 
of work. The reform of local government might make it 
possible to return some of the powers of initiative and decision 
to the Town Halls. The Scots and the Welsh, again, are often 
a public nuisance at Westminster ; year by year, the case for 
leaving them to settle many of their own affairs for themselves 
in Cardiff and Edinburgh grows stronger. 

A more important need is to find some way ‘in which the 
administrative machine can have time to think ahead. It is a 
favourite dogma of the’ “ scientific” students of administra- 
tion that planning and administration are separate functions 
to be kept apart. They would have “p sections ” 


in each department and a. ; all as aloof’ 
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Prussian General Staff were from the actual command of men, 
But this is a very academic concept ; there is no such divorce, 
in civilian politics, between planning and administration, and 
if a divorce is insisted upon, the usual result .is that nobody 
pays any attention to the. planners. The only effective way 
in which forethought can be effectively brought into British 
civil administration is by giving the top administrators time to 
think. And that involves finding some way by which the 
burden on the Permanent Secretaries can be reduced. So 
long as the Minister is responsible to Parliament, and is liable 
to have Parliamentary questions directed at him, he must be 
given the opportunity of deciding upon, or at least informing 
himself about, many matters of detail that in a private business 
would be left to subordinates. And if everything must go to 
the Minister, everything must likewise pass through his chief 
adviser. But it should still be possible, by increasing the 
number of Departments and reducing their average size, to allow 
Permanent Secretaries to keep in touch with everything and still 
pause to think. This would, of course, involve some grouping 
of Departments on Haldane lines, and the various joint staffs 
that now constitute the Cabinet office would naturally fall into 
place as the staffs of the co-ordinating Ministers. 

In these and similar ways, the machinery of Government 
could be streamlined. But it would still be overloaded ; and 
one or other of two further remedies must be faced, The first 
alternative is a very substantial increase in the number of Civil 
Servants in the administrative grade. But though that could 
perhaps be done, it very emphatically ought not to be ; for 
the supply of first-class knowledge and administrative talent is 
strictly limited, and a fair share must be left for other spheres 
of national life. It is the best men whom the Civil Service 
needs, and it is the best men, notably from University teaching, 
whom it ought not to be allowed to have to the exclusion of 
other claimants. 

The other alternative is to cut commitments to the point 
where they can be handled efficiently by the existing staff, and 
it is highly significant that the Fabian Society’s Committee 
should have been driven to conclude that precisely this should 
be done. “ We recommend,” they comment, speaking of non- 
nationalised industry, 

that serious consideration should be given to abandoning any 

attempt to control the whole field in detail, and to concentrating 

on the effective control of the few things. which in reality control 
everything else, The keynote should be guidance rather than 
control. 
Coming from the source they do, these words deserve to be 
inscribed above every. Minister’s desk in letters of gold. 


To cut commitments is “indeed meee: but cuts, as the 
Fabians very reasonably point ouf; req Minister and 
a sharp axe. The psychological difficu en great.. Memories 


of 1921 and 1931 dovetail with the general left*wing preference 
for state control. The Fabians themselves—and the Fabian is 
as reasonable a Socialist as the species permits—having logi- 
cally concluded that cuts must come, add with supreme incon- 
sequence in their In 


no reduction in State acti- 
ohnth Ministers to face these 


“obstacle And in ne is, say, Mr Wilmot to 
be taeoed woke tlio 


_ Iniprinciple, the ahswer :li 


emcee pressure, and 
it is here that the question 


cuts merges into the wider issue 
liament and the Government. The 





siecle cts ns ign nme ah i Kh Fi atime ition 





| a, i ll — aS 


a 


1 > he ee 


> =< 





THE ECONOMIST, August 16, 1947 


ordinary back bench MP neither has nor should have much 
initiative—even in more normal times—in legislation, and he 
has no direct control at all over administration, If 

means control of the initiative of this kind, then Britain, as Mr 
Amery points out, has never been, is not, and never ought to 
be, a democracy. Nor does the private member make and 
unmake Governments, except perhaps at very rare moments of 
acute national crisis. That function belongs normally to Party 
leaders and the electorate, What he does possess is the right and 
duty to ask awkward questions. Parliament, in John Stuart 
Mill’s phrase, is the nation’s Committee of Grievances and 
Congress of Opinions, and the basic duty of an MP is to know 
what is going on in the Government, and to guide, focus and 
express public opinion and criticism at the salient points. In 
theory, Parliament controls the Government through the power 
of the purse, which in fact is not exercised. In practice, so far 
as it controls it at all, it does so through informed criticism 
and the pressure of public opinion. 

But just how far does it control it? That is the crux of the 
matter, and to anyone who considers the progress of public 
policy and the legislative conveyor belt in the last session the 
answer is only too plain. On individual personal grievances— 
Mrs Jones’s pension or Sergeant Jones’s demobilisation— 
control by MPs is valuable and effective, for in these cases the 
member has the possibility of getting at most of the facts of 
the matter and, by custom, real freedom to press his point. But 
on policy, or in the detailed criticism of legislation, his position 
is quite different. In public, if not always at Party meetings, 
MPs on the Government’s side are only too often reduced by 
Party directive to an uneasy dumbness. And back benchers of 
all parties alike are cramped within a rigid time-schedule im- 
posed from above and, except for members of one or two special 
committees, are denied regular official access to a very large 
fraction of the information needed to do their work. In the 
circumstances, is it surprising that Parliament has made so 
poor a show of criticism and control, or that, in what should 
be the balanced tableau of Parliament and Government, 
Ministers regularly and completely steal the limelight ? 

The way out lies in two main directions. The first and least 
obvious is to develop the use of Parliamentary committees. 
Recent reports of the Select Committee on Estimates have 
shown the value of investigations of this kind alike to the 
administrator, to the MP anxious to use his brain and acquire 
real competence in particular fields, and to the public seeking 
for balanced judgments and up-to-date facts. The present 


NOTES OF 


The severity of the problems that face the country is such 
that the great majority of people would endorse any policy that 
Offered a real prospect of emerging from them. This does not 
exclude even the extreme forms of Socialism, enforced by dicta- 
torial methods, that are advocated by the “Keep Left” school. 
But it becomes more and more difficult to understand exactly 
what it is that they are proposing. For a group of “ intellectuals,” 
their reasoning has a strangely large number of yawning logical 
gaps. Mr Crossman’s latest’ speech, delivered last Friday in 
support of the Supplies and Services Bill, is an almost comical 
example of this, Mr Crossman welcomed the Bill as of “ im- 
mense symbolic significance,” because it meant that the Govern- 
ment had decided not to go “back to a pool of unemployed” 
but “forward to full Socialist planning.” How he derived this 
es either from the Bill itself or from pert speeches 

Pport of it was a mystery to everyone, his own ront bench 
not least. But in any event, Mr Crossman threw away his whole 
argument in an aside— 


This Bill gives the Government power to carry out Socialist 
, but that does not mean the planning will be carried out. 


ae 


generation of students of politics has been brought up to 
a Parliamentary Committee system as something 
reputable, like the Continental Sabbath 00’ Reses-dinotse: 
the idea, though old and familiar, has never made progress i 
this country. But that is not because it is a bad idea, . 
because all Ministers and all Government Departments hate i 
It is the strength of the Government that has prevented 
growth of the Committee system, just as it is the 
the Executive in France ad ui het: Weaiaiee ae 
legislative Committees in those countries a degree of power. 
which seems to the Englishman to be dangerous. It is natural 
that governments should resist the Committee idea. But it 
would nevertheless do a great deal to revive Parliament and to 
attract into politics a type of man who wants to use his time 
in serving the country rather than waste it in pursuit of personal 
ambition, 

The other reform tequired is more time and freedom for 
the back bencher MP to criticise and suggest. The inducement 
for an ordinary member to prepare carefully for a debate has 
been whittled away almost to nothing by the steady squeezing 
of the Parliamentary timetable, and it is vital that, except in 
genuine emergencies, enough time should be allowed to enable 
every member with a real contribution to offer to have his say, 
and alike on the floor of the House and in Committee. A con- 
vention is needed that members are not only free but expected 
to argue, comment and amend as their individual wisdom 
suggests. And just as time for the administrator to think would 
inevitably cut down the number of administrative tasks that 
can be undertaken, so time for the legislator to talk would 
inevitably cur down the volume of legislation, 

The conclusion that. the volume of the state’s activities must 
be cut down—that is, the volume of its detailed activities— 
not necessarily the range of its influence—will be unwelcome 
to very many people. Yet it is really inescapable ; the present 
strains and inefficiencies cannot continue. In the course ofa 
generation or two, after a great expansion of the Universities, it 
may be possible to achieve a great increase in the number of 
trained administrators without starving every other profession 
in the country, Parliament may be able to work out techniques 
by which it can do several things at once, and yet turn the 
searchlight of supreme publicity anywhere it wishes. But until 
these things have been done, there is really no option: the 
state—meaning by the term Parliament and Government 
together—must seek for means whereby it can cut down the 
volume of its activities to what it can handle effectively. 
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THE WEEK 


Exactly. Does Mr Crossman not realise that that is 

point? The Government have plenty of powers to carry oan 
Socialist planning, Capitalist planning or any other brand of 
planning. The question is what they are to do with their powers. 
The “Keep Lefters” will not convince anybody until ee stop 
talking about the perfection they aspire to in the sweet by and 

and begin saying what plans they would make now, how they 
would ensure that they were carried out, and how they differ 
from anybody else’s proposals, 

Mr R. W. G. Mackay is another member of the same school. 
He made a thoughtful speech two days earlier, in which he 
tackled the very real problem of how the British economy was 
to be adjusted, rot merely at present but in the long run, to a 
reduced ability to import. Exports of 175 per cent of the pre- 
war level, he said (rightly), were impossible, . 

We must face the fact that we afe now in a world in which we 
meee oe rey upon the export of manufactures to the extent that we 
ore 
Up to this point, Mr Mackay’s speech was easily the most pene- 
trating made in the whole two-day debate on the crisis. But 
what is his remedy ? 
We must nationalise. our industry, and apply Socialist methods ia 
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The Efficiency af the State 


ABOUR’S second year of office has ended in the same 
flurry of far-flung legislation in which it has run its course. 
Future generations, contemplating the serried ranks of statutes 
on agriculture, transport, electricity, planning and a host of 
minor matters, may perhaps find for Mr Attlee some small 


‘niche by the side of, say, Campbell-Bannerman. This genera- 


tion, paying the price in unresolved crisis, and saddled with 
slapdash laws crying out to be patched and tinkered into a 
more passable shape, might well have preferred more action and 
fewer Acts. Part of the blame for this contrast between grandiose 
schemes and poor practical performance must, of course, be 
laid directly on the Labour Party’s ideology. But not all of 
it, for it has been a growing tendency of British government, 
under any party, to bite off more than it.can chew. . That 
the administrative. machine is overloaded, in spite of the 
myth of excessive staffs, is today common ground between 
Right* and Left}. | The Board of Trade, the most glaring 
example of overload, is blessed with no fewer than 256 senior 
administrative officers, from Principals upwards, concerned 
with. a Pooh-Bah conglomeration of functions ranging from 
films and tourists to clothes rationing: and commercial treaties. 
To the outsider these numbers. seem formidable, And yet most 
of these officers are individually overworked ; and from each 
and every one of them—at least as serious a matter—a chain 
of responsibility reaches upwards to the twin bottlenecks of the 
Permanent Secretary and the President. Is it surprising that, 
with the best will and highest competence in the world on the 
part of its officials, the Board sometimes. appears to industry 
as bloated bureaucracy im excelsis? And closely bound up 
with this chronic overload is the fact that the Governmental 
machinery at both the Ministerial and official level has failed 
to. provide for coherent and long-sighted forethought, except 
for the special purposes of war. 


x 


For these defects in the administrative machine several 
remedies can be suggested. The first, though the least im- 
portant, would be to devolve on to other agencies a certain 
amount of the work which now. takes the time and clutters 
the desks of Ministers and their subordinates. A great deal of 
the present national control of the location of industry can be 
gradually demobilised as the new machinery of the Town and 
Country Planning Act comes into operation. The prospective 
Development Councils under the Industrial Organisation Act, 
if properly manned and given real responsibility, should be 
able to relieve the economic departments of a noticeable burden 
of work. The reform of local government might make it 
possible to return some of the powers of initiative and decision 
to the Town Halls. The Scots and the Welsh, again, are often 
a public nuisance at Westminster ; year by year, the case for 
leaving them to settle many of their own affairs for themselves 
in Cardiff and Edinburgh grows stronger. 

A more important néed is to find some way in which the 
administrative machine can have time to think ahead. It is a 
favourite dogma of the “scientific” students of administra- 
tion that planning and administration are separate functions 






to be kept apart. They would have = planning sections ” 
in each department and ae staff, all as aloof” 
from the processes of day-to-day as the colonels. of the 
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Prussian General Staff were from the actual command of men, 
But this is a very academic concept ; there is no such divorce, 
in civilian politics, between planning and administration, and 
if a divorce is insisted upon, the usual result is that nodody 
pays any attention to the planners. The only effective way 
in which forethought can be effectively brought into British 
civil administration is by giving the top administrators time to 
think. And that involves finding some way by which the 
burden on the Permanent Secretaries can be reduced. So 
long as the Minister is responsible to Parliament, and is liable 
to have Parliamentary questions directed at him, he must be 
given the opportunity of deciding upon, or at least informing 
himself about, many matters of detail that in a private business 
would be left to subordinates. And if everything must go to 
the Minister, everything must likewise pass through his chief 
adviser. But it should still be possible, by increasing the 
number of Departments and reducing their average size, to allow 
Permanent Secretaries to keep in touch with everything and still 
pause to think. This would, of course, involve some grouping 
of Departments on Haldane lines, and the various. joint staffs 
that now constitute the Cabinet office would naturally fall into 
place as the staffs of the co-ordinating Ministers. 

In these and similar ways, the machinery of Government 
could be streamlined. But it would still be overloaded ; and 
one or other of two further remedies must be faced, The first 
alternative is a very substantial increase in the number of Civil 
Servants in the administrative grade, But though that could 
perhaps be done, it very emphatically ought not to be ; for 
the supply of first-class knowledge and administrative talent is 
strictly limited, and a fair share must be left for other spheres 
of national life. It is the best men whom the Civil Service 
needs, and it is the best men, notably from University teaching, 
whom it ought not to be allowed to have to the exclusion of 
other claimants. 

The other alternative is to cut commitments to the point 
where they can be handled efficiently by the existing staff, and 
it is highly significant that the Fabian Society’s Committee 
should have been driven to conclude that precisely this should 
be done. “ We recommend,” they comment, speaking of non- 
nationalised industry, 

that serious consideration should be given to abandoning any 
- attempt to control the whole field in detail, and to concentriung 

on the effective control of the few things which in reality control 

everything else. The keynote should be guidance rather than 
control, 
Coming from the source they do, these words deserve to be 
inscribed above every. Minister’s desk in letters of gold. 


A. 


To cut commitments is “indeed necessary, but cuts, as the 
Fabians very reasonably point ouf}require a Minister and 
a sharp axe. The psychological difficulties are great.. Memories 
of 1921 and 1931 dovetail with the general left-wing preference 
for state control. The Fabians themselves—and the Fabian is 
as reasonable a Socialist as the species permits—having logi- 
cally concluded that cuts must come, add with supreme incon- 
sequence in their Introduction that no reduction in State acti- 
¥ity will be» ‘Who is ¢ | force Ministers to face these 
is, say, Mr Wilmot to 


cuts merges into the wider issue 
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ordinary back bench MP neither has nor ‘should have much 
initiative—even in more normal times—in legislation, and he 
has no direct control at all over administration, If democracy 
means control of the initiative of this kind, then Britain, as Mr 
Amery points out, has never been, is not, and never ought to 
be, a democracy. Nor does the private member make and 
unmake Governments, except perhaps at very rare moments of 
acute national crisis. That function belongs normally to Party 
leaders and the electorate, What he does possess is the right and 
duty to ask awkward questions. Parliament, in John Stuart 
Mill’s phrase, is the nation’s Committee of Grievances and 
Congress of Opinions, and the basic duty of an MP is to know 
what is going on in the Government, and to guide, focus and 
express public opinion and criticism at the salient points. In 
theory, Parliament controls the Government through the power 
of the purse, which in fact is not exercised. In practice, so far 
as it controls it at all, it does so through informed criticism 
and the pressure of public opinion. 

But just how far does it control it ?. That is the crux of the 
matter, and to anyone who considers the progress of public 
policy and the legislative conveyor belt in the last session the 
answer is only too plain. On individual personal grievances— 
Mrs Jones’s pension or Sergeant Jones’s demobilisation— 
control by MPs is valuable and effective, for in these cases the 
member has the possibility of getting at most of the facts of 
the matter and, by custom, real freedom to press his point. But 
on policy, or in the detailed criticism of legislation, his position 
is quite different. In public, if not always at Party meetings, 
MPs on the Government’s side are only too often reduced by 
Party directive to an uneasy dumbness. And back benchers of 
all parties alike are cramped within a rigid time-schedule im- 
posed from above and, except for members of one or two special 
committees, are denied regular official access to a very large 
fraction of the information needed to do their work. In the 
circumstances, is. it surprising that Parliament has made so 
poor a show of criticism and control, or that, in what should 
be the balanced tableau of Parliament and Government, 
Ministers regularly and completely steal the limelight ? 

The way out lies in two main directions. The first and least 
obvious is to develop the use of Parliamentary comunittees. 
Recent reports of the Select Committee on Estimates have 
shown the value of investigations of this kind alike to the 
administrator, to the MP anxious to use his brain and acquire 
real competence in particular fields, and to the public seeking 
for balanced judgments and up-to-date facts. The present 


NOTES OF 


The severity of the problems that face the country is such 
that the great majority of people would endorse any policy that 
offered a real prospect of emerging from them. This does not 
exclude even the extreme forms of Socialism, enforced by dicta- 
torial methods, that are advocated by the “Keep Left” school. 
But it becomes more and more difficult to understand exactly 
what it is that they are proposing. For a group of “ intellectuals,” 
their reasoning has a strangely large number of yawning logical 
gaps. Mr Crossman’s latest speech, delivered last Friday in 
Support of the Supplies and Services Bill, is an almost comical 
example of this. Mr Crossman welcomed the Bill as of “im- 
mense symbolic significance,” because it meant that the Govern- 
ment had decided not to go “ back to a pool of unemployed ” 
but “forward to full Socialist planning.” How he derived this 
eee s either from the Bill itself or from aun’ speeches 

Support of it was a mystery to everyone, his own front bench 
Rot least. But in any event, Mr Crossman threw away his whole 
argument in an aside— 


This Bill gives the Government power to carry out Socialist 
planning, but that does not mean the planning will be carried out. 


generation of students of politics has been brought up to regard 
a Parliamentary Committee system as slightly dis- 
reputable, like the Continental Sabbath or a Reno divorce, and 
the idea, though old and familiar, has never made progress in 
this country. But that is not because it is a bad idea, but 
because all Ministers and all Government hate it. 
It is the strength of the Government that has prevented the 
growth of the Committee system, just as it is the weakness of 
the Executive in France and America which has given the 
legislative Committees in those countries a degree of power 
which seems to the Englishman to be dangerous. It is natural 
that governments should resist the Committee idea. But it 
would nevertheless do a great deal to revive Parliament and to 
attract into politics a type of man who wants to use his time 
in serving the country rather than waste it in pursuit of personal 
ambition. 

The other reform required is more time and freedom for 
the back bencher MP to criticise and suggest. The inducement 
for an ordinary member to prepare carefully for a debate has 
been whittled away almost to nothing by the steady squeezing 
of the Parliamentary timetable, and it is vital that, except in 
genuine emergencies, enough time should be allowed to enable 
every member with a real contribution to offer to have his say, 
and alike on the floor of the House and in Committee. A con- 
vention is needed that members are not only free but expected 
to argue, comment and amend as their individual wisdom 
suggests. And just as time for the administrator to think would 
inevitably cut down the number of administrative tasks that 
can be undertaken, so time for the legislator to talk would 
inevitably cut down the volume of legislation, 

The conclusion that the volume of the state’s activities must 
be cut down—that is, the volume of its detailed activities— 
not necessarily the range of its influence—will be unwelcome 
to very many people. Yet it is really inescapable ; the present 
strains and inefficiencies cannot continue. In the course ofa 
generation or two, after a great expansion of the Universities, it 
may be possible to achieve a great increase in the number of 
trained administrators without starving every other profession 
in the country. Parliament may be able to work out techniques 
by which it can do several things at once, and yet turn the 
searchlight of supreme publicity anywhere it wishes. But until 
these things have been done, there is really no option: the 
state—meaning by thc term Parliament and Government 
together—must seek for means whereby it can cut down the 
volume of its activities to what it can handle effectively. 


THE WEEK 


Exactly. Does Mr Crossman not realise that that is the ss 
point? The Government have plenty of powers to carry ou 
Socialist planning, Capitalist planning or any other brand of 
planning. The question is what they are to do with their powers. 
The “Keep Lefters” will not convince anybody until they st 
talking about the perfection they aspire to in the sweet by and by 
and begin saying what plans they would make now, how they 
would ensure that they were carried out, and how they differ 
from anybody else’s proposals, 

Mr R. W. G. Mackay is another member of the same school. 
He made a thoughtful speech two days earlier, in which. he 
tackled the very real problem of how the. British economy was 
to be adjusted, rot merely at present but in the long run, to a 
reduced ability to import. Exports of 175 per cent of the pre- 
war level, he said (rightly), were impossible. . 

We must face the fact that we afe now in a world in which we 
cannot rely upon the export of manufactures to the extent that we 
did before. 

Up to this point, Mr Mackay’s speech was easily the most pene- 
trating made in the whole two-day debate on the crisis. But 
what is his remedy ? 

We must nationalise. our industry, and apply Socialist methods in 
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doing of it, in order to see that we obtain ten times greater 
efficiency in our industry than we have had before. 

But this, all of a sudden, is a complete flight of fancy, Why 
does Mr Mackay think that the application of Socialist methods 
would lead to any increase in efficiency? The country now 
knows what a nationalised industry looks like, and what sort’ of 
persons are appointed to it, and the sori of way it goes about its 
busines. There is no apparent reason whatever for supposing 
that the “application of Socialist methods” automatically leads 
to an increase in efficiency. Why does Mr Mackay take it for 
granted that it does ? Why does he not offer at least a little 
evidence in support of the point without which his whole argu- 
ment collapses? Why will he not come out of the clouds where 
slogans have importance and come down to hard facts ? 


*x 


There is still another paradox in the “ Keep Lefters’” position. 
They, above all others, are the people who say that we ought to 
get rid of our dependence on dollars and stand on our own feet. 
That ought, in logic, to mean super-austerity. But it so happens 
that the two leaders of the group are Minister of Health and 
Minister of Food, whose reputations would suffer if there were 
any cuts in houses or food supplies. So the “Keep Left” posi- 
tion has to be that the country can be independent of dollars 
without austerity (except, of course, for the rich). They can 
square the circle only by two gigantic pieces of wishful thinking. 
One is the belief that “ Socialist planning” can vastly increase 
the output of British industry in a very short time. The other 
is that a gigantic trade can be built up with Soviet Russia. Once 
again it is Mr Crossman whose wishful thinking soars furthest 
into the empyrean— 


The market where the people will take and need our goods and 
sell us the food and the timber we require .. . is not America, but 
Russia and East Europe predominantly. 
Anyone who really believes that ought to have his head examined. 

It would be very refreshing to have some proposals from the 
Left for getting the country out of its mess that were based on 
facts and proceeded logicaily. 


Storm in Parliament 


It is difficult to decide who has been silliest during the stormy 
debates over the (renamed) Supplies and Services (Extended 
Purposes) Bill that have bought this Parliamentary session to a 
close—the Government for introducing the measure at all, the 
Opposition for reading into it a sinister plot to set up a rtotali- 
tarian state, or those Labour back-benchers who gave some sub- 
stance to the Opposition’s fears by placing their own ultra- 
Socialist interpretation on it. What, amid alj the mutual recrimi- 
nations and contradictions that characterised Friday’s and Mon- 
day’s—and Monday night’s—debates, may be taken as certain is 
that Mr Morrison was quite right when he said that the Govern- 
ment has “no preconceived notions as 10 precisely how we pro- 
pose to utilise” the Bill. A possible explanation of why it was 
ever introduced in the form it was is as follows. There was some 
legal doubt—the Attorney-General and the Lord Chancellor 
differing on this—whether the purposes defined in the 1945 Act 
for which wartime defence regulations can be used could be 
stretched to cover the purposes required by the present crisis, in 
particular whether they would cover measures to redress the 
balance of trade. It therefore became necessary to remove this 
doubt by extending the purposes for which defence regulations— 
existing ones—can be used. 

if the Bill had been so drafted to make it quite clear that this 
was ail there was to it, the storm might well have not arisen. But 
the Government threw in, as one of the extended purposes for 
which defence regulations may be used, the sub-section 
generally for ensuring that the whole resources of the community 
are available for use, and are used, in a manner best calculated to 
serve the interests of the community. 
It may be, as the Lord Chancellor argued in the Lords in a lucid, 
zeasonable speech, that thes: words were only intended to give 
Ministers some discretion in marginal cases which might not be 
quite within the scope of the more closely defined purposes. It 
may be that they were intended to echo a famous sub-section of 
tne Emergency Powers Act of May, 1940, in an attempt to revive 
the Dunkirk-cum-Battle-of-Britain spirit on which Mr Artlee has 
put so much stress. It may be that they were intended to placate 
the Keep Lefters inside and outside the Government. It may be 
that they were intended to kill these three birds with one stone— 
and at the same time conceal the Government’s complete lack of 
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policy in the present emergency. All that the words have in fact 
done is to irritate instead of to inspire, to imcrease ion 
instead of fostering unity. But to read into them a plot to give 
this Government, which has barely used the powers it has under 
the 1945 Act, vast new powers to set up a totalitarian state is just 


* * bd 


Parliamentary Privilege 


A minor issue of the Allighan case was decided this week, 
after the editor and lobby correspondent of the Evening News 
had been summoned to the Bar of the House and had apologised 
for refusing to tell the Select Committee of Privileges the name 
of the Member of Parliament who had supplied them with in- 
formation in return for payment. Through the form of the ques- 
tions put to them by the Committee, the two journalists were 
able to use in defence of their refusal their ignorance of the fact 
that it amounted to a contempt of the House. That refusal to 
answer questions put by any Select Committee is contempt of the 
House has now been established beyond doubt by the House’s 
acceptance of Mr Morrison’s motion to this effect, but it was 
also made clear from some members’ speeches, in which they 
raised the question of professional confidence in cases other tan 
journalism, such as that of doctors, lawyers or priests, that the 
House would probably take a lenient view in a particular case 
if it deserved it on ethical grounds. 

The major issue raised by the whole affair, the 
personal conduct of Mr Allighan, who supplied the Evening 
Standard with information, and Mr Evelyn Walkden, who sup- 
plied the Evening News, will not now be judged by the House 
until next session, and ought not therefore to be commented upon 
meanwhile. But it is perhaps permissible to say, since the Select 
Committee was itself divided on this, that many people are un- 
happy about the opinion of the majority of its members 
that proceedings of private party meetings are subject 
to the same rules of privilege as proceedings of the. House 
itself. Surely the minority view, held by Lord Winter- 
ton and Mr Reid, that leakages of information on what 
occurs at such meetings are a matter for ordinary party 
discipline, is much more tenable. The evidence of the expert 
witness—in the person of Sir Gilbert Campion—to the Select 
Committee on this point certainly cannot be held to support 
entirely the majority view. What, in brief, one wonders is 
whether—the conduct of Mr Allighan and Mr Walkden again 
being Jeft aside—the question of parliamentary privilege would 
have arisen at all in this case if it had concerned the minority 
party instead of, as it does, a party with a large majority, which 
happens to hold its meetings within the precincts of the Palace 
of Westminster and which happens at this particular moment to 
be increasingly sensitive about the dissensions within its ranks. 


* * * 


Coal Talks in Washington 


In recent weeks it has become more and more widely realised 
that the only reasonable context in which to consider Germany 
is that of the Marshall offer. In any assessment of the possibilities 
of European self help, coal is the first consideration and it is in 
the Ruhr that the biggest increase can almost certainly be made 
soonest. At the same time, unless the reconstruction of Germany 
is subordinated to European interests, the political objections of 

y’s neighbours would quickly outweigh the economic 
advantage gained. Logically, therefore, the conference on increas- 
ing coal production in the Ruhr should be taking place in Paris, 
not Washington, but no doubt the European Powers will be pre- 
pared to waive logic if they are offered some hope of more coal. 

The British and American deliberations in Washington are 
likely to establish one fact very rapidly. Coal production depends 
above all upon the restoration of the Ruhr as a functioning indus- 
trial community. Criticism of British management in Washington 
has abated recently. More sober—and more expert—American 
investigators have reported that in the despair and hardship 
prevailing, the miracle is that any coal has been produced at all. 
The talks will therefore tend to concentrate upon incentives im 
the broadest sense—more food, more clothing, more i 
the British are convinced that it is now useless to confine these 
advantages simply to the miners and their families. Work depends 
to a great extent on the general morale of the community and 
general measures must be taken to restore it. 

But if more of the world’s scarce supplies are to be pumped 
into the Ruhr, they can only be paid for in dollars. The financial 
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arrangements of the fused zones, which were not due for “recon- 
sideration — December, will inevitably come up now, for the 
British are in no i strictly speaking, to bear the existi 

burden and will certainly be unable*to increase it. This fact 
strengthens the American position in any changes they may wish 
to make on the side of organisation and’ management in the Ruhr. 
They are known to dislike the British insistence on the need 
to socialise heavy industry, and are also anxious to bring back 
some of the old German managers in order to increase efficiency. 
What the Americans appear to forget is the political outlook of 
the miners themselves and the extent to which political dis- 
content can lower production, quite apart from economic factors. 


* * * 


Ruhr Miners Take Heart 


Once again, for the first rime in four months, coal production 
in the Ruhr is rising above 230,000 tons a day. Last Saturday’s 
output was 234,836 tons against 226,700 toms on the previous 
Monday. Clearly the miners had decided to work harder, stimu- 
lated by the prospect of the food parcels and full rations promised 
in the new scheme of group inducements. There is no question 
of food already received having increased their capacity to work ; 
it is the attitude that has begun to change. How important the 
attitude is, and how big a part political and other considerations 
may play in determining output, was shown again last week in 
admissions by the miners’ own leaders. 

Six hundred delegates representing 90 per cent of the mine- 
workers in the British Zone met in Essen to appeal against any 
proposals to transfer the Ruhr mines from German hands. Their 
principal resolution was that the Land North-Rhine Westphalia 
should become trustee of the Ruhr mines for a future German 
state, and it included the threat—it can be called nothing else— 
that increased coal production was unthinkable if mineworkers 
were not represented on democratic administrative boards for 
their management, It #8 as impoftant to realise that such threats 
and claims are made and can play their part in keeping production 
low as it is to press the miners’ claims for better food: American 
plans for the future management of the Ruhr often seem to over- 
look this psychological factor, partly because genuine concern for 
and sympathy with the. miners’ living conditions and state of 
health has overlaid understanding that they are Germans first and 
Europeans second. The leaders of the Ruhr miners occupy a key 
position in the events of the next few months in western Europe. 
To persuade them that there may now be.a loyalty wider than 
that which they showed towards Germany during the war is a 
task that will tax British and American statesmanship. 

It is persistently reported that Mr Bevin has already agreed to 
postpone for five years the public ownership of the mines. 
American opinion has been understandably ready to argue that 
neither French nor British output since mines were nationalised 
shows that public ownership increases production. German 
democrats argue in return that there must be some guarantee 
that the Ruhr will not fall back into the control of its old masters, 
and that if such gyarantees ate not given there will be many Ruhr 
converts to Communism. It would be unseemly for British 
statesmen to turn a German threat against American statesmen ; 
but the Strang Mission now in Washington might well seek some 
formula of trusteeship which would satisfy both Americans and 
Germans. 

* * * 


Steel for Germany—Coal for France ? 


One point on the ‘agenda of the coal-talks in Washington 
raises the central controversy in. any plan for European recon- 
struction. A genera] recovery in the Ruhr is impossible without 
an increase in steel production; So much is. generally admitted, 
but in abandoning the restrictive clauses of Potsdam the British 
and American administrations in Germany have swung in the 
other direction and suggested a figure of. 12 million tons. of 
steel as the target for German industry. ‘The reason for their doing 
8 seems to be that in abandoning the Potsdam figure they have 
not lost the Potsdam approach, which was to restrict German 
industry, branch by branch, on the basis ofa stetl production 
of 5.8 million tons a year. The revival of the different sectors 
of German industry thus appeared—rather artificially—to depend 
upon fixing a much higher figure for steel and working out, on 
that basis, a new general Jevel of industry. — etn 

Military Government, conferring in isolation in Berlin, did not, 
however, realise the international repercussions of announcing its 
mew plan. The French instantly took alarm, for to them the 

¢ of 12 million tons of German steel a year prejudged the 
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sion of German steel by the export-of Freach: ore ic Germany, 
They do not deny the need for a’ German sicel-izdustry, but they 
atgue that France’s industry must be larger and must be revived 
first. At present they claim that only 65 per cent of their siecl- 
making capacity and 55 per cent of their potential output of iten 
ore are being utilised for want of coke, and that 9 million tens 
of iron ore have already accumulated at the iron mines. They 
therefore argue that any increase in German ‘coal must be used 
cnly attially to revive German steel. Its main task—inside or 
outside the Marshall Plan—must be to increase the output of steel 
in France. ; 

Ever since the figure of 12 million tons for German steel 
reached the press, the French have been in a watchful and resent- 
ful mood. Their anxiety increased when last week the answers 
on Western Germany’s resources and requirements returned to 
the technical committees in Paris by the British Commander-in- 
Chief were all found to be based on a steel figure of f2 million 
tons. Mr Marshall has promised that a conference shall be held 
in the near furure—probably in London—to enable Britain, France 
and the United States to explore the difficulty. The best hope is 
that for the.moment.the fixing of the final figure can be post- 
poned, but. in the last analysis the decision between enlarging 
French or German steel capacity will have to be faced, 


* « * 


Balkan Storm Centre 


All over Europe hangs an atmosphere of tension and un« 
easiness, Nobody believes that there will be a war, butonobody 
believes that there will be peace eithér, and so the Continent in 
general is suspended in a state’of unhappy truce: Bur in one 
corner of Europe the situation has drifted: beyond: the state of 
uneasy equilibrium. In the Balkans—needless to say:it is im the 
Balkans—a situation is developing which looks perilously ‘like war, 
The attacks of the guerillas across Greece’s northern’ frontier con 
tinue unchecked and the strategie’ plan is disturbing, with ‘first 4 
thrust into Greek Macedonia; then an attempt ‘to ‘reach the port 
of Dedeagatch and cut'off Greece from ‘Turkey: At the same: time 
the Russians have started to throw out hints that they may Break 
off diplomatic relations with Greece and the Bulgarians. and ‘the 
Jugoslavs have agreed in their latest treaty to concert ‘measures 
against “Greek provocation.” “Thus there are present) in the 
Greek situation many elements which in the past, incom 
situations, have meant a drift to war. ; 

The Americans are aware of this danger and have ‘béerl attempt- 
ing to use the Security Council as a means of countering it. ‘Last 
week, they proposed that a United Nations Commission’ should 
be set up in Northern Greece'to check the incursions’ of ‘the 
guerillas. This very sensible suggestion was immediately vetoed 
by Mr Gromyko, although nine of the eleven meénibérs of the 
Security Council voted in its favour. But if the Russians expected 
the Americans to follow the melancholy pattern’ of thé’ last two 
years by simply accepting the veto, they were quickly disillusioned: 
The Americans have now made the most strongly worded state- 
ment on policy in Greece that they have yet put forward. Mr 
Herschel Johnson told the Security Council that the Americans 
feel that the time has passed when they have “to appease the 
threat of the veto.” They are prepared to put the issue before 
the Assembly and to invite like-mi nations to join with 
the United States in concerting action to safeguard Greece's 
security. 

+ * * 


America Blows Hot and Cold 


This new statement of policy probably means that the United 
States will propose to the Assembly the setting up of a Border 
Commission in northern Greece, and will invite other nations— 
in particular Britain and France—to co-operate in its working. 
This policy, although perfectly sound in itself, is probably in- 
sufficient to restore order in northern Greece. Will the Amegicans 
go further and see that the new Commission’s authority is, not 
flouted as were the earlier efforts of the United Nations Com- 
mission of Inquiry? 

Mr Herschel Johnson’s statement rather suggested that the 
United States might be ready, in-an emergency, to send trvops 
to Greece. In fact, so widespread were the rumours that this was 
the case that, with one of those bewildering volte faces to which 
American diplomacy seems so. prone, Mr Royall, the Secretary 
of War, was put to announce that there was no. intention of 
sending American ae to C 


. 
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This statement is all the more unfortunate in that there is 
clearly an element of sheer opportunism in Russia’s Balkan policy 
—of kicking at the Greek door to see if it is open. There is not 
much likelihood that the Russians would take the risk of battering 
a closed door down, but uncertainties such as those which have 
been expressed in American policy this week must convince them 
that the Greek door is not closed after all. 


* * 


The Transport Commission 


Hard on the heels of the signification of the royal assent to 
the Transport Act came Mr Barnes’s announcement of the names 
of the five full-time members of the British Transport Commis- 
sion, The Chairman is to be Sir Cyril Hurcomb, until now 
Permanent Secretary oi the Ministry of Transport. The other 
members are Lord Ashfield, Chairman of the London Passenger 
Transport Board, Mr. John Benstead, General Secretary of the 
National Union of Railwaymen, Lord Rusholme, General Secre- 
tary of the uive Union, and Sir William Wood, President 
of the Executive of the LMS Railway. The names of three part- 
time members are to be announced later, and it is promised 
that one of them will be a representative of Scotland. One of the 
others must surely be some one with experience of the road trans- 
port industry, which is at present unrepresented—except by Lord 
Ashfield’s rather specialised experience of metr~politan road pas- 
senger traffic. And it would be strange if the eighth seat were 
not filled by a financial expert. 

If these forecasts prove to be correct, they will give one negative 
cause for satisfaction, since they will leave no room for the Chair- 
men of any of the subsidiary executives. There was a risk at 
one time that the Chairman of the Railway Executive would also 
be given a seat on the Commission. This, it need hardly be said, 
would have been a disastrous mistake. It is already the out- 
standing defect of the structure that the Act sets up that the 
Executives are far too independent of the Commission, and if the 
Chairman of the Railway Executive were himself to be a member 
of the body that purported to instruct him, he could be certain 
that he would never be instructed against his will. 

It is mo disrespect to the other members to say that the main 
burden of the Commission will fall on Sir Cyril Hurcomb and 
Sir William Wood. No better example of the virtues of the 
British Civil Servant could be found than Sir Cyril, who is one of 
the very select few who excite the administration of all who see 
them at work. Sir William Wood has risen to the wp of the 
largest railway company in the country; he is a man of great 
energy, quickness and determination. 

But the supreme importance to the new structure of transport 
of the personnel of the Commission requires something more 
to be said. Both Sir Cyril and Sir William are consummate 
administrators, tireless in the pursuit of detail and*assiduous in 
attendance at committees, But the Commission’s job is not to 
administer anything ; it is to think out. what is meant by the 
co-ordination of transport, to determine how the nation can get 
a better transport service at lower real cost, and to impose the 
results of this reflection on the Executives. Or again, the 
whole rationale of the Transport Act is that there is something 
new to. be done to transport, something that is not being done 
now. But Sir Cyril represents Things As They Are on one side of 
the fence that separates government from industry, and Sir 
William represents Things As They Are on the other side of the 
fence. All im all, Mr Barnes’s appointments are so “safe,” 
they reflect such an obvious determination not to upset: any- 
thing, that one wonders more than ever what the Government 
thought it was accomplishing by its Act. 


o * * 


. Telescopes to Blind Eyes 


The depressing subject of Mr Isaacs grows no less gloomy 
with time ; and the best that can be said for his Department’s 
policy is that it may perhaps be less disastrous to productivity 
than the habits of Mr Shinwell, Mr Bevan, or the Chancellor of 
the. Exchequer. Tinkering with odd half-hours and Saturday 
morning work is all very well in its way, and may even end by 
producing results of real value. But the basic reasons for low 
labour productivity lie elsewhere. The fact that the remedies for 
the neglected causes might prove embarrassing to the Govern- 
ment is an explanation, but not an excuse. First, there is the 
astonishing failure of Mr Dalton (or is it a failure?) to realise 
the close connection between low PMH, declining stocks, and 
inflation. It is no use expecting workers to work all out, or 
managements to push production to the limit, when stores are 
emptying and lack of materials or components causes work in 
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progress to accumulate on the floor. Andrit is mo use expecting. 
stocks to accumulate or the flow of components to be adequate. 


until the demand for finished products has been brought into 
closer relation with the materials available; until, that is, the 


Treasury begins to take inflation seriously. 


Secondly, there is the Government’s decision to neglect the. 


most obvious means of finding workers for the bottlenecks. The 


National Coal Board is merrily occupied in finding billets for. 


ex-company secretarics.. Would it not be as well to inquire when, 


if ever, it proposes to pass on, with Mr Bevan’s help, to the more, 


useful if less congenial task of concentrating its labour force in the 
more productive pits? And does even Mr Isaacs genuinely 
believe that the direction of labour will today produce the results 
which might have been expected from an effective wages policy ? 
Direction more drastic than under the new Control of Engage- 
ments Order, which is discussed in a note on p. 292, was certainly, 
more or less accepted during the war—more for men, less for 
women. But that was because the emergency was of a special 
kind—and, logical or not, the distinction between the popular 
view of war and peace emergencies is a hard fact to bé faced— 
because it was strictly limited in time and because it was, in 
practice, almost universal in the age-groups concerned. None of 
these conditions applies today ; and on the other hand, the fact thar 
the Order does not apply to managerial, executive, and professional 
workers maintains a glaring form of class distinction. In the 
circumstances nothing is less probable than that the attitude 
of directed labour will resemble that of the typical munition 
worker. It is far more likely to resémble that of the 
Bevin Boys, whose method of conscription was universally and 
rightly regarded as too haphazard by all except the vested interests 
which forced it on the Government. The Government has sold 
the worker’s birthright of freedom for a mess of pottage ; and its 
bargain would at least be nore satisfactory if it were as likely to 
take delivery of the pottage as of the mess. 


x * x 


The New Era in India 


British rule in India came to an end at midnight on Thurs- 
day. The decree is nisi and not absolute, for one or other or 
both of the new Dominions may decide to remain within the 
Commonwealth beyond the transitional period during which the 
Governors-General will have special powers for effecting the 
transfer. But from August 15th executive power in India will 
definitely belong to Indian Governments with %o control any 
longer from London. The decisive step has been taken and there 
is no going back on it. Britain has formally divested itse!f of the 
remainder of its former sovereign or paramount authority over 
approximately 400 million people—one of the rwo most populous 
territorial units of the world—and has done so while there was 
still time to choose frecly and befor: any violent upheaval has 
presented the dilemma betwecn surrender to force and sanguinary 
suppression, It is an honourable and dignified conclusion to a 
chapter of history which began with the East India Company's 
first trading settlements and reached its climax of magnificence 
with the great Delhi Durbar of 1911, 

Just as sometimes, looking back to the perilous autumn of 1940, 
we may suddenly feel astoniShed at realising that we are still alive 
and that there is no swastika over Westminster, so also, looking 
back a couple of years, it is a cause for congratulatory surprise that 
we have come through the final crisis of the British Raj in India 
without the breakdown, confusion end general hostilities which 
seemed to be impending. There has, indeed, been bloodshed in 
jocal communal strife, and massacres which have been terrible 
for those directly concerned. But the great catastrophe has been 
avoided ; the ship has been navigated into the open sea. The 
credit for this on the British side goes specially to Mz: Attlee and 
Lord Mountbatten. Mr Attlee’s service on the Royal Commission 
which went to India in 1927 has been invaluable to him as Prime 
Minister, for he brought to his consideration of the problem of 
policy a comprehensive knowledge of the Indian background. 
The Cabinet has also had the benefit of Sir Stafford Cripps’s 
long study of Indian questions, though his approach 10 
them has sOmetimes been unduly doctrinaire, Mr Attlee’s 
policy has been fully in accordance with the principles of 
his own party, but it has been adjusted to facts with the skill 
which makes the difference betweéa success and failure in poiitics. 
Yet success could not have been achieved from London without 
the right man in New Delhi. It was the most fortunate wisdom 
which appointed Lord Mountbatten, with the experience of South- 
East Asia Command behind him, to the office of Viceroy. He 
has deserved well of both Britain and India. 
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Politics and Food m India. 4g = 


All the governors ot provinces in’ India have placed their 
resignations in the hands of the Viceroy with effect from 
August 15th. Three—two British and one Indian—have been 
retained in the provinces in which they were already serving, 
and in other provinces—the total number now being raised from 
eleven to thirteen by the partition of Bengal and the Punjab— 
new appointments have been made. In all, there are to be five 
British governors during the transition period ; they will be in 
Bombay, Madras, West Punjab, the North-West Frontier Province 
and East Bengal. These appointments are, of course, by consent 
of the Indian and Pakistan Governments in their respective terri- 


tories and it is worthy of note that the three of them in Pakistan — 


are in provinces where trouble threatens; Sind, on the other 
hand, where Pakistan is most consolidated and has its capital, will 
have an Indian governor. The fact that any British governors at 
all have been retained in the provinces is in itself remarkable, 
and is a tribute to the good reputation which the individuals 
concerned have achieved for themselves in India. 

All active politicians in both Dominions are now busy getting 
ready for the strenuous days ahead. The outstanding absentee 
from the political scene is now, nominally at Jeast, to be Mr 
Gandhi, who has announced his retirement from politics and his 
intention of spending the rest of his days in Pakistan trying to 
restore Indian unity. To Mr Jinnah, unfortunately, this may 
also appear to be a form of politics, and it is hard to believe 
that Mr Gandhi desires altogether to disappear from the news ; 
he may shun the conference rooms of New Delhi, but he has 
not lost his capacity for fasting. 

For many millions of Mr Gandhi’s fellow-countrymen, how- 
ever, fasting to-day is involuntary, and is likely in the near future 
to overshadow all other problems of India. The prospects of 
the food supply have become very serious, and have been made 
more so by partition ; for one of Pakistan’s first acts has been 
t withhold food exports from Sind to the Indian Union. The 
latter is becoming more and more dependent on food imports, 
which are difficult to obtain, and use up India’s foreign exchange 
resources to the exclusion of the purchases for capital develop- 
ment planned by Indian economic leaders. These conditions 
inevitably increase bitterness of feeling about the freezing of 
the sterling balances and diversions of Burmese rice under inter- 
national food supply regulation. India is setting out on the 
road of independence with very formidable economic difficulties 
looming ahead, and it is to be hoped that, as the more acute 
political and constitutional problems are disposed of, the energy 
of the new Governments will be concentrated without delay on 
the fundamental question of increasing agricultural production. 


* ® * 


Housing on the Block 


With the axe—whether Mr Bevan’s or another’s—poised in 
the air above the housing programme, the latest published returns 
ate of mainly historical interest. They show, for the period to 
the end of June, the steady persistence of the familiar featurts of 
previous monthly figures. About as many houses were finished 
in June as in May; houses were still being started all over the 
country ; and the number started was still slightly greater than 
the number completed, so that the total under construction rose 
once more to a new high level. Certain features of the returns 
are commented on in a letter to the Editor on page 277. 

The question today, however, is not of the continuance of these 
trends. Mr Bevan has made a good beginning in a new direction 
with his decision to concentrate in the mining areas the majority 
of the aluminium houses now coming out of the factories. Before 
the economic crisis is over it will certainly be necessary to go 
much further along the same lines. The farming areas and steel 
towns will need much higher allocations than in the ‘past ; and, 
even within the priority areas, much moze care will be needed to 
ensure that houses go to the districts where they will do most 
good. It is a little disturbing to find, from the June returns, that 
neatly three times as many temporary houses have been allotted 
to the South Wales mining districts as to the entire Nottingham- 
shire coalfield, where PMH is nearly twice as high and aggregate 
Output is already three-quarters of the Welsh figure. The North 
Midlands as a whole produce nearly 70 cent more coal with 
13 per cemt fewer workers than South Wales; and not even the 
powerful political pull of the Labour Party’s Solid West should 
prevent the appropriate housing moral from being drawn. The 
problem of redistributing the building labour force will have 
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quite probable that, to. release enough men and materials. for 
priority, work, it will be necessary to suspend construction om a 
good deal. of work elsewhere. It will-hardly be logical for Labour 
Members, continually: harking back to wartime methods of plan- 
ning, to complain if in the present emergency many housing 
schemes suffer the fate of their predecessors in 1939. But logic 
ST 
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is not everything, and Jeast of all since many of the severest cuts 
would fall on Labour strongholds such as Birmingham or 
London ; and the present battle within the Cabinet is an uhcom- 
fortable reminder that housing will be hard to keep in its rightful 
place near the head of the posterioriry queue. Mr Bevan, to 
judge by his statement on Wednesday, is still undefeated on the 
issuc of whether housing is to be cut at all. 


* * * 


The Boys in the Back Room 


The report of the Select Committee on Expenditure, dealing 
with the £69 million allocated during the current financial year to 
scientific research, gives a wide survey, but one which necessarily 
leaves much unilluminated. The reason for the dark spots is 
obvious. when it is realised that over £60 million of that total is 
spent by or on behalf of the Services, including a substantial sum 
on atomic research. It is true that a further £11 million, in the 
shape of Government grants to the universities, is at least partly 
devoted to research purposes; but the disproportion, were the 
ve even comparatively sane, would be striking enough never- 
theless. 

Disproportion apart, the scientists’ relation to the Government 
is by no means satisfactory. First-rate work uires freedom ; 
not only that freedom to publish and discuss and methods 
which may for reasons af security be denied to the awkwardly 
placed workers on atomic fission or—one surmises—certain 
aspects of bacteriology, but freedom to work in directions appar- 
ently unpromising, to follow up “hunches” without having to 
justify them in triplicate, to come and go between laboratory and 
conference, and to do, in short, a lot of things which by usual 
departmental standards look suspiciously like waste of time. This 
is a point raised several times in the Committee’s report ; it takes 
little imagination to read, between the lines, what the scientists 
actually said about it. 

The problem of harnessing natural-born anarchists—who may 
certainly do their best work as part of a freely co-operating team, 
but not as regimented units under traditional Civil Service disci- 
pline—is matched by the problem of financing them, ‘The 
choaneatn sea vm wate. research may ae ae oan 
economically justifying heavy expendignre ; must always 
be the temptation to concentrate spending on the type of project 
whose results can be foreseen in the fairly near future—a tempta- 
tion translating itself for the individual scientist into a choice 
between monastic austerity in the pursuit of knowledge and com. 
parative affluence in less exalted fields. If this temptation has 
not hitherto proved overwhelming, it is less because of any 


positive wisdom than because British industry, with some honour- 
able exceptions, has been willing to muddle through its technical 
problems without scientific help in a way which fills Amé 

and others with astonishment and pity. “The Barlow oO 
pointed out the need both for a larger crop of scientists and 
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cioser liaison between science and industry. If the day ever comes 


when scientific qualifications are valued in Great Britain as they 
are in the United States, the dilemma of Governments and 
universities will grow more rather than less acute. 


* * * 


Progress at Geneva 


There is irony in the fact that, just as world trade is 
withering under the paralysing influence of the dollar short- 
age, encouraging news should be coming from the Geneva 
tariff negotiations. The deadlock over wool between the United 
States and Australia has been broken. After the enactment of 
the new wool legislation in the United States, the American dele- 
gates in Geneva offered the Australians a 25 per cent reduction 
in the import tariff on wool. This is exactly half the extent of 
America’s maximum permissible concession, and is not as much 
as the Australians had hoped for. But the offer is expected 
to provide the basis for an agreement on this crucial issue. When 
it does so it will open the way for completing a number of other 
negotiations which had been held up by this particular deadlock. 

Most important of all, the offer should allow the negotiations 
between the United States and the United Kingdom to be com- 
pleted without much difficulty, since the only important points 
which remain at issue in these negotiations are American demands 
for concessions on preferences, which could only be granted with 
the consent of the Pacific Dominions and South Africa. It can 
now be claimed for Geneva that the conference will have achieved 
a greater reduction in tariff obstacles to international trade than 
has been effected in any comparable period in the past. It is 
doubly unfortunate that this achievement should, in the existing 
circumstances, be so empty a victory. 

The other part of the Geneva negotiations, namely the debate 
on the proposed International Trade Organisation Charter, has 
felt the impact of the dollar crisis far more directly. The all- 
important fifth chapter of the Charter, that dealing with com- 
mercial policy, and in particular the crucial Articles 26, 27 and 
28, which deal with quantitative import restrictions and the 
circumstances in which discrimination can be applied to restric- 
tions of this kind, are now in the centre of the battle. The efforts 
of the British delegation are bent on giving this section of the 
Charter the greatest possible elasticity for the immediate future, 
postponing for at least five years the application of the doctrine 
cf non-discrimination. There will be plenary sessions of the 
preparatory committee on the 18th and roth of this month, and 
it is possible that any remaining differences on these funda- 
mental issues may then come into the open. The present time- 
table is to get the Charter discussions finished within the next 
week or so, to end the tariff negotiations on September 1oth and 
to ring the final curtain down on the meeting on October st. 
Most of the delegates will then barely have time to pack their bags 
before they are off to the World Conference at Havana, where 
the ITO is to be finally launched. 


x x * 


Twilight of the Gods ? 


In November, a conference of the Governors of the African 
Colonies will be held in London to exchange ideas on colonial 
problems, and in the first half of next year a conference of un- 
official members from the Legislative Councils of those territories 
will meet here for the same purpose.’ The idea of colonial 
Governors conferring in London, or anywhere else, on matters of 
common interest is a recent one. In the bad old-days, when 
colonial rule in Africa was mainly concerned with maintaining 
law and order, the Colonies were isolated, not only from. the 
Colonial Office, but also from one another. A strong-minded 
Governor, as the King’s personal representative and commander- 
in-chief of the local armed forces, was encouraged to formulate 
the details of policy as broadly delineated at Westminster and to 
carry them out. Assisted by a small executive council, he was 
at the same time First Minister in the Cabinet and head of the 
jocal Civil Service. Excepf in times of emergency, Governors 
were generally too jealous of their powers to wish to discuss 
common problems. Today, the growth of democratic institutions 
has. somewhat mellowed their attitude to co-operation. Im- 
proved sea and air communications have reduced the feeling of 


peoples themselves have 
mutual problems through their unofficial representatives, wi 
a Governor as chairman, and it is the recognition of this fact that 
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makes next year’s officially-sponsored conference of unofficial 
representatives so signi . : 

The powers of colonial Governors are considerably less than 
they were twenty years ago in most Colonies ; but except in those 
Colonies on the verge of dominion status, the Governor, through 
his personality, ability and general attitude, stil] largely moulds 
and directs the pace of progress. The announcement last week of 
the appointment of Governors-designate for Nigeria, Northern 
Rhodesia, the Gold Coast, and Sierra Leone is thus of major 
importance. Men have now been chosen who will direct, with 
the assistance of the local Legislative Councils, the destinies of 
four African Colonies in the next five years. Plans for the political 
and economic progress of these Colonies should have consider- 
ably matured by the end of their period of office. Governors will 
no doubt be by then even more constitutional monarchs than they 


are at present, 
* * * 


Fifteen Russian Wives 


The Foreign Secretary has stated in answer to a parliamentary 
question that he no longer has any hope of obtaining the Soviet 
Government’s consent to the departure of the fifteen Russian 
wives who were to join the British husbands to whom they were 
married under Russian law during the war. No episode in Anglo- 
Soviet relations has been so extraordinary as this or has done so 
much to convince the average Englishman that there is indeed 
something essentially cruel and inhuman about the regime which, 
for no easily comprehensible reason, can thus deliberately wreck 
the lives of innocent people and victimise men of whom some 
risked their lives bringing war supplies to Russia on the Arctic 
convoys. This has been no affair of red tape, of a blind adherence 
to regulations by officials who dare not disregard them ; an appli- 
cation has been made to the very highest quarters and its rejection 
has been a political act of the utmost deliberation. Moreover, 
since the matter was first raised, the Soviet Union has forbidden 
by law any marriage between a Soviet citizen and a foreigner, 
The Soviet Union has thus, alone among modern nations, adopted 
national endogamy as a legal principle ; henceforth there will be 
not only a Soviet people, but a Soviet race. 

It may seem, however, that the law prohibiting foreign marriages 
should at ieast have made it easier for the Soviet Government to 
have been lenient over the small number of marriages legally con- 
tracted before the prohibition, for it must have removed any fear 
that exit permits for the fifteen might serve as a precedent fora 
mass emigration of women unaccountably misled by Cupid to 
forsake the “happy life” of Stalin’s empire. But not even the 
fifteen can be permitted to go. Why not? Neither the Soviet 
Government nor its professional apologists in this country have 
succeeded in producing any reason which is both respectable and 
convincing. The only explanation, indeed, appears to be the 
obvious one—that the Soviet Government will not allow any of 
its citizens ever to go abroad for good and escape finally from its 
power and control, so that they are free to talk as they please, 
All Soviet citizens who do go abroad are very carefully tested 
and gelected and perpetually watched ; even so, there are Krivit- 
skys and Kravchenkos. The fifteen wives were selected neither 


by the Party nor by the NKVD, but by love ; so much the worse 
for them. 


Shorter Notes 


Among the distractions of crisis this week’s long step back 
towards normal is in danger of being overlooked. As from August 
11th the Minister of Food has revoked the order empowering 
local authorities to direct caterers to supply meals to the public 
in emergencies created by enemy action, and enabling the sale of 
food in air raid shelters. This is good hearing only two years and 
a few months after VE Day. Perhaps the railway companies may 
now be spurred to remove from their carriage advertisement 
frames those placards urging observance of blackout regulations 


©< exhorting passengers not to leave the train when halted between 
stations during an air raid. 


* 

In the week ended August 2nd, 448 cases of infantile paralysis 
were notified, bringing the total for the year to about the same 
level as was reached in 1938 when 1,489 cases were notified in 
the whole year—the highest total previously recorded. Figures 
given i Hansard for August 7th show the distribution of poner 
tions counties and associated county boroughs during 
period March 3oth-July 26th of this year. The West Riding of 
Yorkshire had the highest total, with 153 notifications, followed 
by London with 113, Lancashire 85, Buckinghamshire 


: * > 77s Durham 
ant Wetwrictstiive 55 each, Surrey 47, Middlesex 42, Kent 33 and 
sex 31. . * 
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Letters to 
The Economic Crisis 


Srr,—In your article of August 2nd, you state that “there is 
really very little room for doubr that the aggregate output of 
the British community today is from ro to 20 per cent higher in 
volume than it was in 1938.” I suggest that the evidence for 
this view is at least ambiguous. 

The total employed labour force (men and women of insurable 
ages) is now about 6 per cent above prewar. The fact that the 
increases in the armed forces and in national and local govern- 
ment administration together more than absorb the increase in 
total employment has obvious implications. Weekly hours are 
shorter (and holidays longer) than in 1938. According to tne 
Ministry of Labour Enquiries, which cover most industrial em- 
ployment, the average weekly hours actually worked in Octover, 
1946, were slightly less than in October, 1938. This was just 
before the movement for shorter standard hours resulted in new 
agreements now affecting most of our major industries ; since 
the autumn of 1946 there has almost certainly been an appreciable 
reduction in actual hours worked, both for this and other (e.g., 
shortage of fuel and materials) reasons, Productivity per worker 
in many important industries, comprising an appreciable propor- 
tion of total employment, is well below pre-war. Even when 
allowance is made for any factors on the other side (such as the 
improved capital equipment in parts of the engineering indus- 
tries), this general evidence strongly suggests that aggregate out- 
put cannot be from 10 to 20 per cent above 1938. 

More detailed study of the available data confirms this general 
conclusion, The data for coal mining and building (together 
employing 1r per cent of the total civil labour force) need not be 
reiterated. The volume of exports in 1946 and the first quarter 
of 1947 just reached that of 1938 ; no more than “a normal pre- 
war year’s work” of industrial equipment and maintenance was 
done in 1946. On personal consumption (about which you state 
that the standard in 1946 was “in the aggregate and on the 
average .. . already as high as in 1938”), the “ National Income 
White Paper” for 1945 shows that “ consumers’ expenditure in 


the Editor 
real terms ” (measured by the National Cost of Personal Consump- 
tion at 1938 prices) was 14 per, cent less in 1945 than’ in £938. 
The “ White Paper on National Income” for 1946 does not give 
the corresponding calculation, but the data which are given 
suggest that, at best, in 1946 we still barely reached the standards 
of 1938 ; the “ Economic Survey: for 1947.” confirms that “the 
amount of goods sold (in, 1946) is probably not more. than. 10-15 
per cent below [my italics] pre-war.”. As we had also an increased 
population, the average standard would show a still bigger decrease. 
These calculations necessarily omit any allowance for deterioration 
in quality, a matter of considerable significance, neglect of whic 
can vitiate the whole picture, It is well known. that the statistics 
of output of coal and of consumption of beer are appreciably in- 
flated, as compared with pre-war, by the inclusion. of material 
which formerly would have been excluded ; the reduced durability 
of varigus consumers’ goods represents a considerable loss in the 
real value of output; while the deterioration in the quality of 
services hardly nesds comment—although increased expenditure 
on services accounts for a substantial part of the increase in per- 
sonal expenditure between 1945 and 1946, which is usually taken 
as representing a rise in real standards. Nor, to quote the ro4s5 
“National Income White Paper,” do any “of the figures make 
allowance for the loss of satisfaction caused by restrictions on 
consumers’ freedum of choice.” Production for the consumer 
reflects the maldistribution of. resources (particularly of man- 
power), and is, in fact, heavily weighted in favour of those things 
he does not want and against those which he does. 

It is, of course, true that the national income is in a healthy 
condition. But any simple deductions about national prosperity 
or economic welfare from this fact are misleading. .The warnings 
of Marshall and Professor Pigou on this point were probably never 
more apposite than to-day; for many reasons, it is no longer 
possible to believe (what was never. more than a rough first 
approximation) that “the two concepts, economic welfare and the 
national dividend, are thus co-ordinate, in such wise that any 
description of the content of one of them implies a corresponding 
description of the content of the other.” 





and the boy in the boiler suit 


Hundreds of boys, many of them fresh from school, earn 
their first real wages from one of the TI Group of 
Companies. From that moment, regardless of back- 
ground, they enjoy equality of opportunity, for T] have 
decided that the only limit to their advancement shall be 
the capacity of the individual. 

Opportunity is there from the beginning. Youngsters in 
TI are helped to continue their broad education for one _ 
day a week on full pay. Older boys, after an apprentice- — 
ship agreement with their Company, embark on a course 
of training in engineering or commerce which will lead 
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More than 2,250,000,000 effective 
telephone calls are made in Britain 
every year. G.P.0. telephones are used thousands 
of millions of times in a year; and all those receivers are 
plastics. One of the basic materials used in the making 
of plastic telephones is phenol. Monsanto are the 
largest manufacturers of 
phenol in Great Britain. 
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While it is possible to agree that part of our present difficulties 
arise from over-ambitious programmes (particularly of capital 
construction), and inflationary. demand generally, it is surely a 
false diagnosis to state that “It is not the output of the British 
economy that is mainly wrong. . . . It is not the supply side 
of the equation that is at fault, but the demand side.” Not only 
is this dichotomy too sharp, but I suggest that it is manifestly 
untrue that all is well with output either in the aggregate or in 
the particular pattern. Granted that “greater abstinence” can 
play its part in reducing inflationary pressure and thereby also 
help to put the supply side right, and that specific measures to 
increase output are likely to be frustrated if inflationary pressure 
is not reduced, to accept your diagnosis means not only acceptance 
m the main of the present low output, but also acquiescence in 
measures (from the refusal zo allow entry of new apprentices into 
the building trades to the adoption of a still shorter working week) 
which can only exacerbate our problems.—Yours faithfully, 

Gonville and Caius College, Cambridge S. R. DENNISON 

{Part of Mr Dennison’s letter is taken up with denying what we never 
asserted. For example, we never said that the production of manu- 
facturing industry was higher than in 1938; we carefully said “the 
aggregate output of the community.” That the community is producing 
too many services and too few goods may well be true. Or again, 
we would not deny that standards of quality have deteriorated. And 
we should be very surprised indeed if any regular reader of The 
Economist could read into any of our recent articles any belief in 
the “ healthy condition.” of “ national prosperity or economic welfare.” 

What we were trying to assert was that the volume or quantity of 
the national income is not deficient, that it is not the volume of produc- 
tion that is at fault but its distribution. The country is producing in 
large volume, but the wrong things. Some of the evidence in support 
of this is as follows :— 


1. The net national income at factor cost in 1938 was £4,671 million and 
in 1946 £7,974 million. For the real magnitude in 1946 to be lower than in 
1938 would invelye assuming a rise in the general price level of more than 
70 per cent, which is difficult to reconcile with facts, especially when 
it is borne in mind that it is the whole of output that is in question. 

2. According to the Natioual Income White Paper, personal expenditure 
on consumers’ goods and services valued at 1938 (market) prices was slightly 
higher in 1946 than in 1938, and personal consumption was almost certainly 
a smaller proportion of total output than in 1938, in view of the increase in 
Government expenditure. 


3. The Economist Index of Business Activity provided before the war a 
fairly close measure of the movements of the real national income, Of the 
14 weighted components, five, with total weights of 16 out of 42, would 
probably now be found to be more than 15 per cent higher than in 1938, 
and a further two, with weights of 12, between 5 and Ly pot cent higher, 
One, weighted 4, would be at about the prewar level, and only two, 
weighted 3, definitely lower. For three components, weighted 7 (Postal 
Activity, Shipping Movements and Building Activity) the data do not furnish, 
on a hurried-inspection, a fair comparison. EpiTor.) 

Sir,—Others will doubtless be commenting on your leader, 
“ Articles Seven to Ten,” from. the standpoint of principle ; may 
I meke just one point, on the plainest ground of practicability? 
What do you do. about Canada? This country could doubtless 
survive economically, if the worst came to the worst, and we 
suspended altogether our trade with the United States. It would 
be extremely unpleasant, but it could be done. But the imports 
we get from Canada are absolutely essential ; we have got to have 
some means of paying for them, and at present we are only doing 
sO to quite a slight extent. Is it really thinkable that we should 
bring pressure to bear on Canada to compel her to take measures 
restricting her imports from America in order to take our goods? 
Surely it is most doubtful if we could do it, even if we tried ; 
and the mere attempt to do it would poison relations between 
every pair of the “ North Atlantic triangle ” on whose willing and 
unforced co-operation most of the hopes of the world depend. 
And yet we have got to find a way of paying Canada.. It is 
hardly conceivable that we can possibly pay her unless some 
substantial part of the payment is made directly. We have got 
to get our prices low enough to compete with the Americans on 
the Canadian market. At present US exposts to North America 
have risen in an even greater proportion above the pre-war level 
than US exports to Europe ; we ought to be able to displace some 
of these exports, and if we do so by the normal channels of trade 
Canada (and even the more sober minds in the United States) 
would have no cause to do anything but bless us. But consider 
the cut in prices which we shall need in order to displace US 
goods in Toronto or-in Winnipeg! It cannot be done without 
a devaluation of the pound. : 
Sir, we have learned to expect from your. paper. an open- 
mindedness which is one of the best things left im the public life 
of this country. Surely you cannot go on shutting your mind to 
this issue much longer. It cannot be denied that the pound is 
overvalued, not perhaps in relation to price-levels, but relatively 
to the work which (now that we have lost our foreign assets) it 
has to do.. And now, of the two arguments which have univer- 
sally been advanced to still the voices of the devaluationists, both 
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are losing their force. Devaluation would stimulate internal 
inflation ; we know that, but at last it has been agreed among 
sensible people that strong steps against internal inflation must be 
taken in any case. Devaluation would turn the terms of trade 
against us ; but what turns the terms of trade against us is not 
devaluation as such, but the stoppage of the gap in our balance 
of payments—if the gap is to be filled (as we all want it to be 
filled) by increasing exports. The more exports we push on the 
world, the less favourable will our terms of trade be, as compared 
with what they might have been otherwise. We do not now 
want to reduce imports in order to turn the terms of trade in 
our favour—the old (and admittedly defensible) protectionist 
argument. We want all the imports we are likely to get, even 
if we have to get them on unfavourable terms. 

I would admit that devaluation is not the only remedy in the 
field of commercial] policy which we need to consider. When we 
have devalued (of course, we can only devalue by agreement with 
the Americans), then would be the time to seek some alleviation 
for the commercial provisions of the loan agreement. It would, 
incidentally, be much more sensible for the Americans to make 
such alleviations if they saw that we were not proposing to rest 
the whole weight of our trade recovery upon them—a wei 
which they, most certainly, cannot bear.—Yours faithfully, 

Nuffield College, Oxford J. R. Hicxs 

[What have we done to deserve the accusation of a closed mind 
on the subject of devaluation ? In our opinion, it is all a matter of 
timing. A point will come when the advantages of letting the pound 
find its “natural” level will begin to outweigh those of keeping its 
value up. That time may be approaching very fast. But we doubt 


whether Mr Hicks is right in thinking that it has yet arrived.— 
Epitor]}. 


S1r,—I was greatly interested to read in your issue of August 
2nd a letter by Mr Derek E. Hill-Smith suggesting an alteration in 
the $-£ exchange rate as a remedy for the worsening of the terms 
of trade to this country. What Mr Smith seems to advocate is 
an appreciation of the pound in terms of dollars to cheapen the 
essential imports from the United States. 

The “escape clauses” of Bretton Woods were mainly, if not 
exclusively, intended to deal with the opposite case: a country 
wishing to devalue its currency. In short, Mr Hills-Smith’s pro- 


posal would amount to Britain asking the United States to devalue 
the dollar. 


_ This suggestion does not appear to be very realistic. Accord- 
ing to the theory of purchasing power parity, which Mr Hill- 
Smith seems to follow, the country whose price-level has relatively 


From The Economist ot 1847 


August 14, 1847. 


WE had the gratification last week of recording the uno ed 
return of Mr Villiers for South Lancashire; a this comet we 
have the additional gratification of announcing the similar 
return of Mr Cobden for the West Riding of Yorkshire. . . . 
Their election .. . fixes the throne of free trade over the 
prostrate monopoly of the landowners... . 

The real opponents tp free trade are the persons who by 
office are bound to maintain old institutions. Nestled in 
every crook and cranny of the Treasury, and every other 
public office, there are found persons who adhere 
pertinaciously to old forms and old practices—whose life is 
one mill-horse routine—and who, on habit and principle, 
oppose almost every change. Sometimes they are called the 
Tadpoles and Tapirs of the Government, sometimes the 
bureaucracy; but they are always distinguished by preferring 
dead forms to living interests. The progress of free trade is, 
in a great variety of modes, destructive to their power. It 
wounds their self-love. They are the organised host who 
oppose the onward march of the people. Now, free trade, 
having some of its own followers filling the high office of 
statesmen, has an advantage over them; and fortunate will 
those statesmen be, assured of power and popularity, who 
shall disregard the advice and the pretensions of the sub- 
ordinates of all the public offices, and shall resolve to do 
things and have them done on the principles of free trade, . . . 
Far more . . . for the tranquillity of the country will depend 
on the course of the Ministers than on the character of the 
Parliament. The country has spoken out in favour of free 
trade, and though some men in office may for a time thwart 
it, causing much confusion and injury, no one can finally 
arrest it,. and, therefore, their highest duty and pleasure 
should be, to give, as speedily as is consistent with safety, 
effect to.the .wishes of the people and the necessity of the | 
age. | 
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risen should devalue, provided that the existing exchange rate 
corresponded to the true position before the tise in ptices Occurred, 

It seems, however, obvious that the present rate of $4.03 to £1 
would never be maintained in a free exchange market, and there 
is ample suggestion that a “realistic” after-war rate would be 
rather in the region of some $2.50-$3.00 to £1. A country with 
less goods to export than to import cannot afford a high rate of 
exchange. In spite of the rise in American prices the £ seems to 
be still overvalued at the present rate. 

If there are any British exports to the United States the demand 
for which is inelastic, is not the best way out to raise their price, 
instead of affecting all British exports to America by altering the 
rate of exchange?—Yours faithfully, H. TySzyYNskt 

33 Wetherby Mansions, S.W.5 


Sir,—You are surely in error in your article when you claim 
that the convertibility Articles (7 and 8) of the American Loan 
Agreement are relatively unimportant compared with the non- 
discrimination Articles (9 and 10). 

The convertibility Articles seriously increase the draining away 
of our dollar resources in two ways. They cause us to. lose 
dollars at a rat? exceeding that of the total deficit in our balance 
of payments (we have to supply dollars to the full extent of the 
sum of the deficits with individual countries—which is larger 
than the net adverse balance with all countries). Secondly, they 
increase the total deficit in our balance of payments by providing 
other countries with an incentive to cut down their imports of 
British goods, because their favourable balances with us can be 
turned into dollars. 

I suggest that the convertibility and non-discrimination Articles 
are equally injurious to the economic recovery of Britain.—Yours 
faithfully, A, J. Pettitt 


The Housing Programme 


S1r,—In the debate on housing in the House of Commons on 
July 28th, Mr Bevan made the startling revelation that “ we are 
at the present time stacking bricks on site” and that “we are 
having to close down in certain brickyards because they cannot 
get orders.” Now this surplus of bricks does not result from 
our great success with the brick production programme, for the 
average monthly output of bricks in January to May of this year 
was only 330 million, compared with an estimated production of 
442 million per month for the whole year planned in the “ Housing 
Programme for 1947” (Cmd, 7021). It mereiy results from the 
fact that we have been even less successful in the house building 
than in brick. production. 

In view of this apparent superfluity of bricks on an achieve- 
ment of only 75 per cent of programme it is of interest to look 
at what has happened in other housing materials and components. 
It will be seen from the accompanying table, which gives such 
figures as arc available, that in many components the percentage 
achievement of programme is higher than for bricks ; in some in- 
deed the programme has been exceeded by a substantial margin. 
PROGRAMME AND OuTpuUT OF BUILDING MATERIALS AND COMPONENTS 

(Monthly Average) (Thousands) 


Output, Output as 

Unit oo jJan.-May, | Percentage 
(Cd. 7021) | cash ~ 

(Cmd. 7152)| Programme 
DMRS. . vis deca leis elenwdees Number 442,000 330,000 75 
WOON. 65 6. pec hehe in vied dveankis Tons 135-0* 102-0* 6 
Plaster gyPSCOUS .........0ee0e0e o 18-3 13-7 75 
wunntettnaee: 23. io Viisi can nccoed Sq. yards. 923-0* 6635-0* 72 
TRI PION ss sind veciewieyeence> op Tons 39°2 32-8 67 
MOE, «hae scnaakid bn cae uted oe ie 4-6 2-6 57 
Rainwater goods ............0-006 - 6-7 6-2 93 
anhole covers and frames ....... - 38 3-0 72 
MI wns a 9'3% cao caine micer ees Number 33-3 27-4 83 
Lavatory basins.............0-008 i> 61-2 4-9 92 
nike - iD Sv awe eee Cage « dxeno’ = 63-0 63-1 a) 
Wan POOR i. sin bs gn eg tes bok ee a 100-0 89-2 89 
geass RCE ee or 71-5 65-7 85 
Fires (solid fuel) ..........024-400 o 62°3 68-7 110 
TA WOME so nn ca dss dogeas anes 2 44-3 - §2-4 118 
Ceiling blooks. 0.6... ede e ec cee o 333-0 1,218:0 . 366 
a ES Tee ts eeEL TERT ” 541-7 453-0 4 
SORE WOM oo acon sacnutteke - 708-3 402-0 57 
POD Eos ivihc yoke bow ckavied ohwi « 916-7 1,055-0 118 
UOOED  iaig Sa bd Sy Bey on By tiv eee © ° 541-7 682-0 126 
TOON seins» obs bia aun Ceeiees * 1,383-3 1,108-0 80 


The proportion of supplies going to new house building varies 
from item to item and it cannot of course be assumed that there 
are excess supplies in all items where production is 75 per cent— 
the figure for bricks—or more of programme. But there can be 
little doubt that stocks of some of the items are accumulating and 
will continye to do so at present rates of output. 





‘Lack of balance’ of thigy-gort is inevitable when component 
supply iis planned in relation to an unrealistic target programme. 

¢ only remedy for it is to reduce the housing programme to 
what it is really expected will be achieved and to arrange com- 
ponent supply to correspond 10 requirements at’ that realistic level. 
It is of course always attractive in planning to pursue the policy 
of building up large stocks of components in order to make 
distribution easy, and to guard against possible lapses in pro- 
duction in the future, but it is seldom realised that to have’ com- 
ponents for which there are no houses is just as much of a waste 
as to have houses for which there are no components.—Yours 
faithfully, E_y DEVONS 

Economics Research Section, Manchester University 


Indonesia—The Real Issues 


Sir,—I will’ not discuss. the article from. your correspondent 
about Indonesia in The Economist of July 26th. I only want to 
point out that a number of facts are untrue. 

1, The issue of the struggle in Indonesia is not between a 
capitalist Holland and a socialist Indonesia, With the aid of arms, 
which the Japanese have given for that very purpose, a number 
of so-called politicians tried to seize power and even to suppress 
the liberties of the other peoples of Java, Dutch, English, Chinese 
goods are taken away. If your correspondent calls this nationalisa- 
tion, Goering had a right to call his robbery of European treasures 
of art nationalisation too, 

2. The KPM shipping line has not the bulk of a huge industry 
in its hands. In Indonesia goods were produced to the advantage 
of the Indonesians and of the Dutch, who brought justice, freedom, 
health, security and science to the inhabitants, It is, in ny opinion, 
not state socialism when a small minority steals these goods, sells 
them below the world price, puts the money in its own pocket, 
or threatens to burn these goods in order to levy political black- 
mail. It is not state socialism te destroy the rights and freedom of 
several peoples and to enslave them. In the Island of Madura 
starvation and wholesale death prevail. But, to repeat the words 
of your correspondent, “ this sense of urgency is not shared by the 
republicans.” 

3. The Republicans did not bring freedom from fear any more 
than other points of the Atlantic Charter. On the contrary, 
the Japanese terror was mere child’s play ir. comparison with 
the new one. Thousands of nostages are still in camps. Every 
Indonesian movement is suppressed. Those are the simple facts 
which can be cheeked by everyone. The supposition of your 
correspondent that at the Ha die-hards are living who want 
to restore an old-fashioned lonial system is pure nonsense. 
The politics of the Dutch have been, for more than twenty years, 
aimed at co-operation with the true nationalistic spirit of the 
different Javanese peoples, a co-operation, now fully existing in 
East-Indonesia, where the inhabitants have a deadly fear of the 
so-called Republic. 

4. The article of your correspondent is an expression of the 
decline in our moral standard. England a great nation 
because it did not support robbery, terror, blackmail, murder ; 
and it has the duty to maintain this high standard. Acting thus, 
it cannot support the Indonesian Republic, a mere creation of the 
Japanese, a Japanese time-bomb. Moreover, the Republic. of 
Djokja is not the expression of the real nationalism, with which 
the Netherlands always will, and already do, co-operate, Before 
this can be fully realised in Java and in Sumatra, peace and order 
have to be restored.—Yours faithfully, 

Haarlem, Holland H. A. LunsHor 
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Government: and Governed 


* Thoughts on the Constitution.” By the Rt. Hon, L. S. Amery, 
CH, DCL Oxford. 8s. 6d. 


Mr Amery’s book is an attempt, by a philosophical Conservative 
of immense practical experience, to express the genius of British 
institutions. In four chapters devoted respectively to the nature 
of the Constitution, the future of Parliament, the organisation of 
the executive and the development of the Commonwealth he 
presses home his thesis that the distinguishing feature of the 
British Constitution is the balance, it preserves between the prin- 
ciples of government ahd consent. It is not, for all nineteenth 
century theorising, a democratic constitution, because at every 
point it recognises the primacy of government and assigns to the 
people and their elected representatives the negative function of 
choosing between alternative policies worked out by others. This 
preserves us from the dangers of the multi-party system, with its 
insistence on the need for a mathematically precise reflection of 
popular opinion ; from the chaos which results from members 
of the legislature being allowed to interest themselves too actively 
in public expenditure ; and from the Continental dogma that 
virtue resides in numbers, It also explains why British states- 
men, nurtured on the Duke of Wellington’s doctrine that the 
King’s Government must at all costs be maintained, are willing to 
accept almost any sacrifice of principle rather than leave the 
country ungoverned for a week-end. A 
The traditional balance between the initiating and guiding 
element in the constitution, which Mr Amery calls the Crown, 
and which in practice is the Cabinet and the criticising, inquiring 
and choosing elements which Mr Amery calls the nation, and 
which js embodied in Parliament, is, in his opinion, being rapidly 
upset. The Cabinet, borne: down by departmental duties, has 
litile time left over in which to guide policy in any accurate 
meaning of the phrase. He advocates a small inner Cabinet of 
Ministers free from particular departmental responsibilities and 


concerned: solely with co-ordinating and directing the activities of - 


their colleagues. The trouble with the popular or consenting 
element in the constitution is that its functions are being steadily 
diminished. Mr Amery does not think that this is due entirely 
to the Commons being overworked. There is urgent need for an 
efficient committee system for the scrutiny of indirect legislation, 
but the real enemy is want of specialised knowledge. If the life 
of the nation js to be faithfully reflected in Parliament, Mr Amery 
believes that Parliament must contain more elected representatives 
of professional interests. At the same time, when Parliament 
has to delegate it should do so, wherever possible, to elected pro- 
fessional bodies with power of subordinate legislation, such as 
those granted by Statute tc the Church Assembly. Professional 
interests are probably not left in the cold under the present 
system to quite the extent which Mr Amery suggests, and the 
Government’s numerous advisory bodies, drawn from both sides 
in industry, occupy an important, though informal, place in the 
constitution. The problem is how to combine specialised know- 
ledge with genuine representativeness. We must get away from 
the idea that there is anything wrong in being a vested interest, 
and recognise that pressure groups come into being only when 
legitimate interests are denied constitutional expression. 

Mr Amery’s last chapter is a brilliant vindication of the prin- 
ciple of co-operation between legally sovereign states, as against 
federalism. The experience gained in political and economic co- 
operation. in. the.Commonwealth..might..profitably. be remembered 
by the statesmen now engaged in making Europe fit for dollars. 
Altogether this ‘is ‘one of the wéightiest | and most | penetzating 
essays in political theory which has appeared in this country for 
many years, and it should be long studied and admired by 
students of the constitution. 


Savings Banks History 


“A History of Savings Banks.” By H. Oliver Horne. Oxford 
University Press. 18s. 

ir would be hard to find better instances to illustrate the curious 
relations that can subsist in the United Kingdom—and probably 
nowhere else—between the state, private commercial enterprise. 
and movements for social reform than are ait in the history 
of the Trustee Savings Banks. By origin those banks are 

i manifest need) of 


products of the social reforming zeal (and 
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required to protect their depositors and to make them workable, 
In the mid-nineteenth century, when they showed signs of stagna- 
tion, the state set up what appeared to be a formidable rival to 
them in the Post Office Savings, Bank. After their earliest decades, 
they were in competition in some degree with commercial bank- 
ing interests, which were jealous especially of the virtual subsidy 
which they received from. the state (in the shape of a high rate of 
interest on, their assets lodged with the National Debt Commis- 
sioners) during the greater part of their history. 

Thus, the historian of these banks has a task of some difficulty, 
as well as an excellent opportunity to chart some of the most 
interesting Cross-currents of opinion and policy of the last century 
and a half. It was fortunate that the late Mr Horne, whose ! 
association with the banks gave him an unrivalled knowledge of 
their more recent history and structure, was also a sufficiently 
able historian to take advantage of this opportunity, and to make 
his book, which was in any case bound to be a standard work 
is the specialist, a valuable one for the general student of economic 

story. 

The social and economic background is well drawn wherever it 
is relevant ; a useful amount of biographical information is given 
on the main personalities ; and the central economic and political 
issues involved in each of the successive stages of development 
and legislation are admirably analysed. The Trustee Savings 
Banks Association is to be congratulated on its initiative in com- 
missioning this work. 


Feminist Stocktaking 


“Women : Their Professional Status.”” A World Survey, Issued 
by the British Federation of Business and Professional 
Women. 78 pages. 10s. 

LikE its predecessor, World War II has had for a by-product 

a wide forward surge of feminine emancipation. most 

obvious changes in status, the winning of the vote and the formal 

opening of the professions, were in most countries already an 
accomplished fact ; while more women have achieved citizenship 
and more professions have been opened, the greater change has 
been in the weakening or breaking down of the informal barriers, 
the conventional discriminations and habitual mistrusts. The 
British Federation of Business and Professional Women, by 
publishing this résumé of the International Labour Organisation’s 
study, “The Law and Women’s Work,” provides a convenient 
survey of the formal and legal situation, the results, so to speak, 
of the essential preliminary site-clearing operations. It is an 
excellent little book, in which one can illuminatingly follow some 
particular problem—say, that of maternity provisions for married 
State employees—from country to country. In the pre-war Italian 
civil service, for instance, the full pay drawn during maternity 
leave was supplemented by a special allowance “for active 
service.” Sweden, giving somewhat longer leave, paid only one- 
third salary. Mexico, Belgium, Brazil, Bulgaria, and France paid 
their women teachers at full rates for varying periods ; New South 

Wales, Great Britain, and Greece reduced the pay by varying 

proportions; Tasmania and Rumania had leave provisions 

amounting to temporary suspension without pay—a sort of 
maternity fine. 

A really adequate study of the professional position of women 
would, of course, have to go far beyond even the fullest and best- 
presented survey of legal status ; beyond the more difficult ex- 
amination of such extra-legal barriers as the restriction of training 
facilities ; beyond even the assessment of convention and prejudice. 
It would have to look for light on a wider question: how society 
should be organised in order that women should be enabled to 
make their full contribution, economically and civically as well 
as biologically. The fact that the biological function is so un- 
evenly divided between the sexes means that women’s contribu- 
tion in other fields must be unequal likewise, and the old-line 
feminists—so often themselves celibate or childless—might as 
well resign themselves to that fact. But there is no reason why 
that inequality should be as great as it now is, or even as it still 
would be were every merely negative barrier of law arid conven- 
tion overthrown. Nothing much can be done about the curse of 
Eve ; but its subsidiary after-effects.are another matter. It will 
be interesting to see whether any subsequent ications of the 
Federation cast any light on these positive which one 


can envisage as ranging from the multiplication of nursery schools 
te ha-anenth.at kcpnenk clevendenes, lo the euecalns wind 
with regard to the darning of socks. 
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AMERICAN. SURVEY 








Can Wallace Stop Stassen? 


(From Our US 


O* next year’s Presidential candidates, two have the 
advantage of holding no public office at the moment and 
have been able to spend their time in preparations for next 
spring’s party conventions, Both have’ travelled widely and 
spoken often within the United States’; both have taken trips 
to Europe. The two are Harold Stassen who, contrary to the 
tradition of modesty, has firmly announced his candidature, 
and Henry Wallace, who shyly allows others to press his claims. 

Often the only way of judging a candidate’s capacity for the 
Presidency of the United States is to watch his growth after 
new experiences. To be a good President it is necessary te be 
able to learn quickly. Presidents, unlike Prime Ministers, have 
not had, when they take office, the long training of years on the 
back benches, more years in minor jobs and periods of great 
administrative responsibility in Cabinet posts. There is no 
such hard road to the Presidency. The. traditional journey 
from log cabin to White House is not a long, long trail but is 
accomplished by magic carpet with few stops on the way. Most 
Presidents come from one of two sources, governorships. of 
States—good, but miniature, training grounds—or the Senate, 
a strictly legislative body which can provide no experience in 
administration. A few have held Cabinet appointments but, 
in the United States, the whole executive responsibility rests 
with the President, Cabinet officers have no authority which 
is not delegated by him ; they are his staff officers—not members 
of a Committee. 

Mr Stassen, always a Republican, has been Governor of 
Minnesota, a valuable experience but not as exacting as the 
governorship of New York, from which Mr Roosevelt came 
(and Mr Dewey hopes to come), Mr Wallace, the son of a 
Republican Secretary of Agriculture, became a Democrat and 
has himself been Secretary of Agriculture, Vice-President and 
Secretary of Commerce. ing the most trying war years he 
was, to some extent, in Mr Roosevelt’s confidence. His career 
should have provided better training than Mr Stassen’s and he 
should have been able to make better use of his European trip. 
It is now clear that he has not done so. 

Mr Wallace seems to have learned nothing in Europe and his 
speeches since his return have been no different from those he 
made before leaving. Everything he has said in the last three 
months suggests that he is still obsessed with nostalgia for the 
1930’s rather than with plans for the 1950’s, He has appointed 
himself Roosevelt’s heir and reverently parades his “ FDRdipus 
complex” at every meeting. “I came here in 1933 to join a 
team,” he said in his last speech in Washington, “The man 
who put the team together and made it work is gone.” Having 
established his ancestry, filial piety leads him to attack the 
present President on behalf of the late one, Nothing that Mr 
Truman does can be right for Mr Wallace. Mr Truman, after 
all, has the job which he might have had (if Roosevelt had died 
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a few weeks earlier) and which he considers to be rightfully his. 

The most curious of his recent caprices has been his handling 
of the Secretary of State’s Harvard address. He made two 
major speeches—one at) Newark and one in Washington—in 
the first two weeks after the launching of the Marshall Plan. 
He made no reference to it in either, and even admitted that’ 
he “had not studied it in detail.” By that time he must have 
been the only man in the world with aspirations to statesman- 
ship who had not. Instead, he continued his attack on the 
Truman. Doctrine as a more. vulnerable. example of the 
Administration’s foreign policy and preferred to ignore the 
Marshall Plan in the hope ghat it would never reach adolescence. 
His eventual grudging prdise for it (as a “ great advance” on 
the Truman Doctrine—in the course of a vicious attack on 
Mr Bevin) did not come until he had presumably lost hope of 
it dying young. Since Mr Molotoy left Paris he has returned 
to deep silence. 

Henry Wallace is now a Presidential candidate before any- 
thing else. His desire to reform the Democratic Party from 
within, so often expressed, means his intention to do the job 
himself. He wants the Democratic nomination next year. but 
he knows that he cannot get it. The only thing he can do is 
to defeat Mr Truman by splitting the party. and letting the 
Republicans in, Then he hopes to collect the pieces and run 
in 1952. His campaign was started in California at the end 
of July by Mr Robert W. Kenney, himself an unsuccessful 
Democratic candidate for Governor of that State. A meeting of 
Wallace delegates from eleven western States to be held at 
Denver in the autumn is the next step. In his efforts to disrupt 
the Democrats he has the support of the Communist Party, 
who, if they cannot elect their own man, prefer to have a 
diehard Republican as an object for attack. He seems to have 
little support from the other members of the “team” which 
he joined in. 1933 and has now left in the lurch. Mr Harold 
Ickes, who might well lay claim to a share of Mr Roosevelt’s 
mantle, asked some weeks ago @ propos the Marshall Plan: 
“Where do you stand, Mr Wallace?” There was no answer. 


* 


Mr Stassen has shown different qualities since his return 
from Europe. He has the reputation for being stolid and 
pedestrian. If so, his feet seem to be a sound pair. By com- 
parison, Mr Wallace is a lark without wings. Mr Stassen made 
less noise in Europe because he went to learn and not to 
lecture, but he came back with a better idea of the eo 
As soon as Mr Dean Acheson had stated the European 
dilemma at Cleveland, Mississippi, in May, he said, in a speech 
at Jefferson, Iowa, on May 21st: “I believe that for the next 
ten years we should devote ten per cent of our total national 
production of goods to building for world-wide peace.” In 
June he told the graduating class at Swarthmore College that 
“there is currently more danger from mistakes and errors of 
American world economic policy than from any other major 
question in the country.” Mr Stassen’s approach to all problems 
is economic while Mr Wallace’s is political, Mr Wallace 
suggests a dramatic meeting of Mr Truman and Mr Marshall 
witha Gulia sat eae eee eee 
ten-year programme of American help. _ 

But, while Mr Wallace can jump.from branch to branch, 


singing the praises of free enterprise and calling Communism 
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“grand and glorious ” in the same speech, Mr Stassen remains 
a Republican—not merely a member of the Republican Party. 
His distrust of Socialism is deep—and sincere. He_ believes 
nationalisation to be a political question which Britain should 
decide as she likes when she has the time. As he does not 
admit that it provides any solution of the economic crisis, to 
which the energies of all Ministers should be devoted for the 
present, he does not think she has the time now. He is not, 
like most of his party, opposed to all controls. He would. be 
_ willing to impose them in the United States to make the 
Marshall Plan work. If he were President, aid to Europe 
might have temporary strings attached. They would not be 
ropes, as his dislike of dictatorships extends to himself. 
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Harold Stassen could be elected next year if he could be 


nominated. He has the Republican National Committee to 


beat, a stiff-necked and ulterated group, who have been 
caught napping once—by Wendell Willkie in 1940—and do nog 
propose to be caught again. His chances will be bad if Mr 
Wallace splits the Democrats and makes it certain that any 
Republican, however, reactionary, will win. They will be good 
if Mr Truman’s popularity grows and the Republican National 
Committee is sufficiently frightened to allow Mr Stassen to be 
nominated. It used to be said that everybody was against 
Mr Roosevelt except the voters. It may be that in 1948, every- 
body will be for Mr Stassen except the delegates to the 
nominating convention. 


From Phrases to Figures 
(From Our US Editorial Staff) 


R ATTLEE’S speech outlining the steps by which 
Britain proposes to start meeting its dollar difficulties, 
has begun to bring more precision into the American concept 
of what the Western European situation is, and what it will 
require. The fact that the British loan is practically exhausted, 
while British recovery is hardly begun, has underlined the im- 
portance of keeping in separate compartments from now on 
credits designed for rehabilitation and credits designed for 
relief. 
The British loan, on a single country basis, was designed as 
a dual purpose instrument to cover expenditures both for 
current consumption and for capital purposes ; on a multiple- 
country basis, and with more emphasis on current relief, so was 
Unrra. The extent to which both sets of funds were used for 
current account is recognised to be in considerable part the 
result of miscalculation as to the real extent of war damage and 
disruption, the rise in the US price level which correspondingly 
diminished the purchasing power of the credits, and inability to 
get delivery of US products because of the competitive demand 
of the domestic market. But the difference between a gift and 
a productive investment remains Americans are willing to make 
both. They do, however, want to know which is which. 
American bankers, industrialists, economists and journalists 
have recently visited Europe in fair numbers. Some have seen 
things with their own eyes—others appear to have been led 
around by “Seeing Eye” dogs of one breed or another. 
Those who went over and saw what they had decided to see, 
are now sharing their conviction that the US is being led up 
the garden path. The basis of their conviction varies: Europe 
is finished anyhow ; socialised economies are incapable of 
efficient production; European management is hide-bound ; 
failures arising from political sources in the socialised sectors 
of the European economies, or from private sources in the 
capitalistic sectors, will stifle plans for rationalisation which 
have been waiting for years—decades, even—to. get off the 
paper they weré written on; no overall assessment, economic or 
political, has been made of what is, or what is not, possible. 
The balance sheet recently proposed by The Economist as the 
planners’ last chance is thus rapidly becoming a first condition 
of any plan that will require the American industrial economy 
to make contributions to European recovery. 
The alternative to vague charitable appeals is to present a 
bill of particulars. The Monnet plan, even though its speed 
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to date in getting off paper may be disappointing, has the merit 
of a precise proposal. With comparable data for Italy, the Low 
Countries, the Western Zones of Germany, and Britain, it ought 
to be possible to estimate by how much specified equipment 
could be expected to induce revival by, say, a year afte 
installation. And so on for a few years ahead. Such a gauge 
of workability, however inevitably rough, would give a solid 
basis for forecast and review. 

Another point on which current negotiations may soon give 
more precision is the essential unity of the British and the 
European problem. Mr. Marshall’s emphasis that loan nego- 
tiations between the British and American Governments can 
concern only the loan, the Ruhr negotiations only coal, the 
level-of-industry negotiations only level-of-industry, underline 
the assumption that no inclusive arrangement can be undertaken 
with Britain by herself ; Western Europe, Britain included, 
must work as a whole or the whole goes under. 

A third point on which there is new precision is the probable 
volume of credits under the Marshall Plan. The present rate 
of US exports, $16 billion a year, is due in any event for decline. 
The largest magnitude currently discussed for the Marshall 
Plan is an annual rate of $5 billion. The tendency has been to 
think that the Marshall Plan would press further demands on 
US productive capacity. It now begins to be seen that while 
a gradual decline in exports would provide the mild relaxation 
of inflationary pressure for which everyone longs, a rapid fall 
to a level more like that of the 1920s could be very much too 
much of a good thing, and make the long prophesied recession 
a vivid fact. 

The film situation is illustrative. If an axe, rather than a 
tax, had been applied, the economic facts would not have been 
surrounded by the present emotional high tension. Film 
revenues from Britain have been equal to about 15 to 20 per 
cent of the industry’s receipts and the stock market took stock 
accordingly, with some shares falling 3 points in 2 days. 
Similarly bearish trends, developing elsewhere, may well become 
a major factor in the business community’s attitude both toward 
the Marshall Plan and toward the entirely possible necessity 
of reinstating priorities and allocations machinery, on the 
American side, for such basic commodities as steel, if orders 
based on credits under the Marshall Plan are to provide 
deliveries of producers’ goods without destructive delay. 

That is the point at which some of the overall assessments 
and some of the political and economic initiative proposed $0 
earnestly to Europeans by Americans become applicable on the 
American side. Such assessments are if the Marshall 
Plan is to function as a method of rehabilitation. They concem 
the construction of an economic area workable in its own 
right. If they can be prepared with realism and presented with 
clarity they can be seen and understood for what they are, 
alternatives to semi-permanent handouts compounded indi 
criminately of rehabilitation and relief. 
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American Notes ~~ 
Special Session ? ; | 


Predictions that a special autumn session of Congress would 
after all be called have been widespread in the past week, follow- 
ing conferences of State Depastment officials in Paris. The talks 
were held on August sth and 6th between Mr William Clayton, 
Under-Secretary of State for Economic Affairs, and the three 
principal US Ambassadors in Europe, a fairly general view being 
taken that all concerned favoured such a session. It may be taken 
for granted, however, that no such decision has been reached in 
Washington where the State Department is harassed by a time- 
table of conferences which threatens to put a severe strain upon 
key officials. These talks will in the near future embrace not only 
the general problem of Ruhr control, and the special dollar 
problem attaching to control of the Western’ Zones, but negotia- 
tions for modification of the loan terms for Britain, the special 
report from European Ambassadors on possible short-term aid to 
Europe (which is regarded as very slight, indeed), the report from 
the Committee of European Economic Co-operation, as a bluc- 
print for aid under the Marshall project, and which Washington 
expects to have by the close of this month, and, lastly, reports 
from Geneva onthe International Trade: Conference. 

If that schedule is not enough, the State Department has also to 
meet demands from Rio de Janeiro where the United States 
and the Latin American Republics have begun their long-delayed 
effort to establish by treaty the “ hemisphere defence ” measures 
agreed at Chapultepec in 1945. 

On the British. loan. terms, discussion of which has. quite 
naturally filled a large proportion of the news and comment space 
in the national press, Washington stil) seems to be. baffled -by «its 
precise powers in the absence of an immediate appeal to Congress, 
with Mr George Marshall, and Mr John Snyder, Secretary of the 
Treasury, offering divergent views.. It is also generally reported 
that a postponement of “convertibility” was actually offered to 
London in July, and rejected by Mr Dalton, and there is now a 
disposition to assume that this British view: was based on incom- 
plete and obsolete data, and. that a meticulous presentation: of 
accounts will be necessary before Washington makes a decision, 

While the burden of this preparatory work falls on the State 
Department, the key. figure in overall policy is still Senator. Van- 
deaberg whose task will be, in effect, to pilot the Marshalb project 
through Congress whenever it meets, The Senator is taking part 
in the Rio Conference, along with Mr Marshall, who is chairman 
of the conference. ‘Fhe two statesmen will have plenty of imme- 
diate problems on hand, for the Latin American countries are no 
less fearful than Europe of the “ dollar gap ”; some of them are 
resentful of US. post-war policy on tariffs and quotas; and most 
of them are disappointed because Congress has so far refused to 
ratify President Truman’s plan for standardising military equip- 
ment within the Americas, and for the provision of equipment and 
assistance. Additionally,the aneasy, friendship between Washing- 
ton and the Perén regime is very far from concealing the view 
that Argentina is still far more concerned with her challenge to 
US leadership than with more general security problems. Some 
skilful work may be necessary to avert an open. breach. 


* 


But, however’ preoccupied: they may be with continental 
problems, Washington is sure that discussions between Mr 
Marshall and Senator Vandenberg will, im fact, cover a world 
range, and that at least one formal declaration by the Secretary 
of State will embrace the general foreign policy of the United 
States. A good deal of significance is attached to a recent com- 
ment by Senator Vandenberg :—-“ The problem is here.” » He is 
known to be concertied by the lack of domesti¢ response to news 
from Europe and is understood to have urged that the Administra- 
tion must act quickly to arouse public support for the Marshall 
proposals. Until that has been done, Mr Vandenberg is under- 
stood to have expressed the view that no useful purpose would 
be served by assembling the House Foreign Affairs and the Senate 
Foreign Relations Committees for preliminary discussions before 

ess takes over, 


First Challenge 


The Taft-Hartley Labour Act is meeting with a rising barrage 
of criticism from responsible quarters even before it has become 
fully operative. There is, for example, considerable ambiguity 


in the section which extends the legal ban ‘on contributions by 
corporations for election campaigns in order to cover similar 
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campaigns financed by the general funds of labour unions. The 
new Act specifies all “ expenditures ” apart from “ contributions,” 
and apparently establishes a position where ng, union may , be 
allowed to publish. a newspaper at regular intervals, and give 
editorial comment, for or against particular candidates, unless it 
can prove that expenses are not met from general funds. Some 
unions are now openly inviting a contest on this issue of press 

A more direct challenge has been. made by the Foreman’s 
Association of America which has now filed a complaint against 
the National Labour Relations Board in the Federal Court. The 
plea is that specific sections of the Act should be: declared. un- 
constitutional as “discriminatory and capricious,” and that the 
whole Act should be invalidated as “a flagrant attempt to destroy 
Set association and the freedom of the press.” The Labour 

rd has been enjoined because, under the new Act, it has been 
obliged to dismiss petitions by forémen’s unions for collective 
bargaining status. These special unions are not outlawed, and 
foremen may retain membership within a union organised for 
their own use, or as part of a rank-and-file movement. But this 
right of membership depends in turn upon the policy of individual 
employers—and the relative strength of the unions concerned. 
The case will almost certainly be fought up to the Supreme Court. 

Unions meanwhile are scurrying to consolidate their position 
before August 22nd when the Labour:.Act becames fully operative 
with a complete ban on the closed shop, and with drastic regula- 
tions necessary to enforce “union shops,” and other security 
measures, And the unions are finding that. their. bargaining 
powers at this time are very strong indeed. Mr. John L. Lewis 
“rede out” on the Taft-Hartley Act with a flat refusal.to accept 
the “ no-strike” clause in the contract with the mine operators. 
Now, a brief tussle between the Ford Motor Company, and the 
United Automobile Workers has closed with another victory for 
the unions. There are some nice legal points involved in this 
procedure, for while the Taft-Hartley Act establishes the right 
of employers to sue for damages in the event of contractual failure 
by unions, it nowhere specifies that employers must sue for 
breach of contract. On the other hand, outside parties might still, 
presumably, make claims on unions for damages in the event of 
action that could be construed as an “unfair labour practice” 
within the specifications of the Taft-Hartley Act. These points 
are rather abstruse today. The whole concern of industry seems 
to be centred on watching and waiting, and the verdict seems to 
be:—give the unions a year and find out how things. go. Two 
conclusions emerge: it is more-than ever certain that this Act 
will bury both the Labour Board and the courts in an avalanche of 
petitions and litigation ; secondly, the Act, even for the big and 
tough unions, may be very awkward when employment conditions 
are no longer so rosy. 


x * * 


Deflation in Technicolor 


Latest reports from New York suggest thar Hollywood is: still 
hopeful of a “ compromise arrangement.” which may dull the edge 
of the economy blade disclosed in the House of Commons last 
week. The initial reaction, however, was one of “anger and 
bewilderment” and the protest meeting held at once in New 
York must have matched in excitement (th scarcely in 
pleasure) the annual gatherings wherein the film impresarios ladle 
out Academy Awards ona strictly protectionist basis. 

The film—or motion picture—industry has been the first in 
the United States to scent the approaching dollar famine. Holly- 
wood has never disguised the importance of the British market, 
which accounts for about one-half of foreign rentals, in turn 
accounting for something like 40 percent of the gross revenues 
derived from films. Apart from the British market itself, other 
western European countries, still contribute a fair quota to Holly- 
wood. revenues, though there are. severe limits on. dollar remit- 
tances. Much nearer home, a golden post-war market in Latin 
America is also threatened by exchange troubles. 

It is not possible to get any precise breakdown of foreign 
revenues among the main producers. But foreign rentals 
altogether produced about $70 million in 1946, a year in which 
gross incomes of six leading producers were nearly $900 million, 
and net revenues less than $120 million. 

The blow has fallen upon the film producers at a time when 
they are worried also by purely domestic factors, They believe 
that they may well be facing a period of sharp adjustment from 
the present high level of consumer expenditures on entertainment. 
They are aware that costs have been inflated during war years, 
and that they operate in an industry where the heaviest costs are 
apt to prove very stubborn. at least in the early stages of decline. 
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They are also worried by the competition of television and by the 
fact that it 1s at present quite impossible to assess the longer- 
term prospects of this new, and now formidable, competitor. 

Beyond all this, the industry has incurred the righteous anger 
of the anti-trust section of the Department of Justice. Although 
the film industry does not figure among the industries which iank 
for automatic inclusion in every anti-trust report by Congressmen, 
it has for long resisted government efforts to separate ownership 
between production, distribution and exhibition. The courts have 
so far upheld this resistance, but have agreed with the govern- 
ment that producers should not enjoy the advantages of “block 
booking” (a system whereby independent exhibitors take a given 
quantity of films and possess only nominal rights of selection) or 
of price-fixing. This case is now before the Supreme Court. 

A short period of relative adversity will scarcely bring 
permanent damage to Hollywood. It will deflate salary lists, and 
give the efficient producer a chance to prove his worth. From the 
long depression of the ‘thirties, the industry emerged with more 
modest ambitions and a more defensible capital structure. And 
war profits have swollen cash resources. 

o * e 


Business Profits 


The current high level of corporate profits formed the peg 
for a typical Presidential warning to industry in the mid-year 
Economic Report to Congress. “It must be recognised,” said 
Mr Truman, “ that a high volume of profits is necessary to make 
provision for the increased cost of buying for inventories and 
capital equipment, and the decreased value of existing reserves. 
Even after these allowances are made, it is evident that business 
profits are in many cases more than adequate to permit price 
reductions or wage increases or both.” ‘The record is certainly 
good :— 

CORPORATION ProFits (§$ million) 


Before Taxes After Taxes 


O88. 55 55 OST GS 6,467 5,005 
BONO: . ess roisats . 2085. 9,325 6,447 
BOAO... bas ehsinawas dae 21,098 9,433 
TOGA... sininh-vinle iegh-tare 23,841 9,928 
ait nd Scie he we ene 21,140 12,539 


The importance of corporate profits may be gauged by the 
fact that over the first half of -the current year business expenditures 
on new plant and construction were running at an annual rate of 
$25 billion—by far the greater part of which was being financed 
from current earnings and accumulated liquid assets. No precise 
data have yet been given by the Department of Commerce on 
earnings for the first half of 1947, but the August report of the 
National City Bank declares that total industrial earnings were 
apparently above the high level reached in the June-December 
period of 1946 “ although about one-third of reporting companies 
showed lower net profits due to Costs increasing faster than sales.” 
A very modest list from the Wall Street Journal (less than 240 
companies) showed net profits for the June quarter scarcely 
changed from those for January-March, but up by no less than 
84 per cent on the June, 1946, quarter, a period in which industrial 
strife brought considerable dislocation. 

The decline 2nd fall of Wall Street from early 1946 onwards 
is a remarkable feature in the light of the subsequent record. 
The Dow Jones Industrial Average, now around 180, has made 
a good recovery from 1947 lows, but it is still thirty points below 
the peak of 1946, and still some way below the top of the 1937 
rise. Ata time, moreover, when Treasury Bond yields are below 
all earlier standards—the first few months of 1946 alone excepted 
—it is possible to obtain yields averaging 5 per cent on a wide 
range of leading industrials and to obtain more than 4 per cent 
on a representative list of so-called “Blue Chips.” Dividend 
rates, Moreover, represent a very cautious assessment of distribu- 
table earnings. For the US Steel Corporation, with a current 
annual dividend rate of $4, the present price is no better than $71. 
The investment community is certainly conscious of the fact that, 
in the changing world conditions of 1947, a heavy Republican 
majority in Congress can no longer guarantee the stability which 
was taken for granted by Wall Street in 1920 and again in 1924. 


* ; x * 
Federal and State Taxes 


Adjustments in the tax policies of the various States may 
follow from a Treasury study of the degree to which Federal and 
State governments now secure their revenues from identical 
sources. The Treasury, while not concerned with immediate 
policy recommendations, is seeking a much closer degree of 


co-ordination, and discloses that for $39 billion revenues of the 
Federal government, and for nearly $5 billion of State revenues, 
more than 90 per cent accrues from identical sources : ~ 
RECEIPTS, EXCLUDING Pay-ROLL TAXES For 1946 
(in million dollars) 
ll ' 














Federal State 

SRRIWUUEE ROME. Sc co cs han cho oe cs hn ey vous 18,705 395 
Carpenter WiRe6 iss EES TITS 12,462 456 
Death duties, gift taxes ............-.eege 677 143 
FT GI se ES RAS eben hae 2,526 466 
Teneen Gneiis 5 hn hia eo A 1,166 199 
SE SN Sh a kk Re ee 406 300 
Admission taxes. ......... BS Pbhien » t0o nae 415 12 
Some Wramebes,. 5s neh Sidi . ae ea 30 30 
oh oe ee a os cane 2,584 2,338 

heen Sate dite 
BOW x ass WORKER. SSRI A AEH BES 38,971 4,919 





Specifically, the Treasury study declared that 77 per cent of 
Federal collections and 17 per cent of those for the States were 
from income taxes, and that conflicts here “can be resolved only 
by integration based on the assumption that both Federal and 
State levies would continue.” On tobacco duties, it is suggested 
that the Federal government might increase current duties, replace 
State collections, and redistzibute income among the States. On 
petrol duties, however, where the Federal government draws only 
modest receipts, it recommends leaving a field of revenue to the 
State governments alone. The complicated structure of sales 
taxes is held to be of “secondary importance ” though Congres- 
sional study is recommended. 

The relationship between State and Federal taxation policies 
may in the future be complicated by the widespread effort on the 
part of many municipal authorities to broaden their revenues 
through income taxes. Property taxes are the main source of 
revenue for city governments, but very many of them face sharp 
legal restrictions on their taxing powers, and with generally 
heavier burdens, they have sought to evade tax rate limits by 
tapping a new source. This process, however, is resisted by many 
of the State governments, and legal tests are continuing, although 
so far the right of city governments to impose income taxes has 
been upheld in the courts, For State governments, a remarkable 
feature of the last decade or so has been the abandonment of 
property taxes in favour of income and sales taxes, and specific 
duties upon petrol, alcohol, tobacco, and entertainments. This 
clearly makes them more liable to fluctuating revenues in the event 
of a trade setback, since many of the semi-luxuries now tapped 
for revenue are the first to reflect the impact of unemployment and 
reduced earnings, while property taxes are, in the main, sustained, 
unless depression is very severe or unduly prolonged. Most State 
governments are very conscious of their vulnerability, despite the 
good reserves accumulated in recent years, and they will be 
reluctant to abandon revenue channels without special safeguards 
for replacement. 


Shorter Notes 


President Truman has vetoed the Bill for the extension of war- 
time subsidy payments to marginal producers of copper, lead, 
and zinc. In recent months, these premium payments have 
assisted only to a very small degree in the case of lead and copper, 
although nearly two-thirds of zinc producers were enjoying sub- 
sidies earlier this year. The cost since 1942 has been $330 million, 
and Congress this time proposed the payment of $35 million 
annually for two years. 

*” 


Senator Taft’s open bid for power in 1948 was preceded by the 
long-expected snnouncement of his colleague in the Senate from 
Ohio, Mr John Bricker, that he did not “anticipate being a 
candidate next year.” The door may still be open, but Senator 
Bricker (vice-Presidential candidate in 1944) will need something 
like a political miracle now to push him through ‘it. While the 
race is still entirely open, Mr Taft’s swpporters claim that 
Governor Dewey’s recent tour of the west was a relative failure, 
and that his chances have not been improved by Mr Stassen’s 
denunciation of his failure to take any definite stand on policy. 


* 


The revised Robertson Wool Bill (accepted by President 
Truman and now shown of the tariff-raising and import quota 
provisions which brought such a storm at Geneva) will enable 
the US Government to offer reductions of 8 cents to 10 cents 
a Jb. in the import duty on raw wool. On dutiable wools, cur- 
rent levies range from 27 cents to 32 cents a lb. 
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“THE WORLD OVERSEAS 





Economics of Franco’s Spain—I 


Privilege Without Planning 


(From a Special Correspondent) 


i, foreign trade position has never been easy. From 1900 
until the civil war there were, if oné excepts the abnormal 
1914-1919 period, only three years in which it had a favourable 
trade balance. Immediately before the civil war the difficulties 
were already increasing. In the 1930s the world crisis and the 
gradual exhaustion of the mineral resources (iron and copper in 
particular), which had provided a major part of exports, had cut 
Spain’s foreign trade by about a half. Now the situation has been 
aggravated by the civil war, by the world war—in which produc- 
tive effort had to be concentrated on paying off civil war debts to 
Germany and Italy—and by the ensuing shortages of raw materials 
and hard currencies ; so that although the country is still under- 
going its industrial revolution, the increase in production is not 
enough to check the drop in exports. Its value in terms of the 
peseta has naturally increased, but the actual volume of foreign 
trade has remained at only about 40-50 per cent of its 1931-35 
level ; and even to maintain this a lowered standard of living and 
great sacrifices are necessary. This basic problem would face eny 
Government in Spain today, and even with the outside help that 
has been denied to Franco, to restore the not very high pre-war 
standard of life would take a long time. But the case against the 
present regime, at any rate as more intelligent Spaniards see it, is 
rather that in many ways it aggravates their difficulties and has 
made a most unjust division of the burden between rich and 
poor. The bulging shop windows, shiny new American cars, 
smart clothes and beautifully dressed children which strike the 
visitor to Spanish cities are evidence, not of prosperity, but of 
the Government’s unwillingness to face its difficulties or 10 appiy 
the principles of elementary justice by spreading the hardship. 


Shortage of Fertilisers 


At the root of present difficulties is the decline, owing to the 
civil war, of Spanish agriculture. Spain traditionally produces 
cereals for its own consumption, and is nearly self-sufficient, while 
its fruit, vegetables and wine not only satisfy the internal demand, 
but account for two-thirds of exports. But after the civil war the 
volume of food exports fell by three-quarters, while that of imports 
had to be doubled, affecting not only home consumption, but also 
the industries which need raw materials and equipment from 
abroad. Tables in this week’s Records and Statistics give details. 
An important factor is the drop in the wheat area cultivated, accom- 
panied by a general fall in productivity due to lack of fertilisers ; 
the cutting off of phosphate supplies by the French in March, 
1946, came on top of the world nitrate shortage. There is also 
the reluctance of farmers to slaughter their cattle for money they 
distrust. Cereals, meat, sugar and potatoes are all insufficient for 
home needs, and even the present cereal consumption per head, 
one-third below the 1931-35 average, can be maintained in an 
average year only by at least double the pre-war imports. Nor 
is there any immediate likelihood of change. Fertiliser supplies 
are improving, thanks to an increased allotment of nitrates and to 
the importation of sufficient phosphate through Egypt and the 
United States ; but the prospects for this year’s wheat crop are only 
average, with the area sown still 750,000 hectares short of the 
1931-35 figure. In spite of the safeguard represented by the 
Argentine agreement, imports remain difficult to pay for and the 

ad ration, which last winter was twice increased on the strength 
of the good 1946 harvest, has had to be cut. 


Familiar Vicious Circle 


As elsewhere in Europe, therefore, the feeding of the country 
has become the main consideration, and: Spanish industry, still 
gtowing up, has had to furnish a higher proportion of exports and 
teduce its imports. There is a general tendency to increased pro- 
duction, with electrification proceeding fast and textiles and chemi- 
cals playing a much bigger part than before in the country’s export 
trade. But the statistics do not reveal the raw material shortages 


or the need for machinery replacement which are central to Spain’s 
present economic difficulties and ‘should by rights dictate its 
import programme, Every Spanish industry is held back for lack 
of raw material. An annual deficit of about 2,000,000 tons of coal, 
in spite of increased electrification, affects many other industries, 
and in particular restricts iron and steel production to some 
60 per cent of capacity. Shortage of steel last year prevented 
urgently needed railway wagons from being constructed, and 
caused half the shipyards, in spite of large orders, to be idle at the 
end of the year. The steel and timber shortages hold back build- 
ing, while the shortage of coal means shortage of cement.. Shortage 
of cement holds up the hydroelectric schemes that are to relieve 
the coal shortage—and so on, 


Failure to Plan 


Then the lack of imported cotton means temporary 
stoppages in the textile industry, at present said to be working 
at only 60 per cent capacity. More important still in the 
long run than the breaking of this vicious circle is the capital 
replacement which could not be undertaken during the war, and 
the long overdue patching up of the rickety Spanish transport 
system. One-third of the country’s railway track is said to need 
re-laying ; the textile industry is estimated by the Banco Urquijo 
(the bank whose interests are most closely identified with those 
of industry) to need 200 million pesetas’ worth of machinery from 
abroad ; while the hydroelectric concerns have announced that, 
as against imports totalling 47 million pesetas during the first 
half of last year, they need 250 million pesetas” worth of foreign 
material this year and a similar amount during each of the two to 
come. Such, economists feel, are the basic requirements if the 
country’s long-term interests are to be safeguarded ; to fail to plan 
for them now is to pin too much faith in the continuance of the 
present sellers’ market. 

_It is impossible to get information about Spain’s hard currency 

holdings, but the indications are that dollars and Swiss francs are 
now very short—more so thap a year ago. Early last year it 
looked as though exports to the hard currency countries were 
developing well. Trade with Switzerland had gone ahead during 
the war; deliveries to Scandinavia were being resumed, and 
exports of tinned fruits, wine, cork, olives and woollen blankets 
ensured a favourable balance with the United States. This year, 
however, to judge from the figures issued, not only has the monthly 
average of exports fallen by about 4 per cent compared with the 
first half of last year, but exports sold for hard currencies are 
dropping in relation to those sent to Britain and the Low Countries. 
The Americans are showing less interest in Spanish foodstuffs. 
Trade with Switzerland has been handicapped not o by the 
closing of the French frontier, but by the competition of cheaper 
Italian fruit and by the falling-off. of demand for various goods 
used as Ersatz during wartime. Moreover, the general rise in 
prices—the Chamber of Commerce index shows a rise of 4 per 
cent in wholesale export prices during 1946 and a further rise of 
§ per cent in the first two months of this year—threatens to affect 
the whole export trade. 


No Taste for Austerity 


All this makes it increasingly necessary that an austere and well- 
planned imports policy should be followed. It is, therefore, 
astonishing to see the carefree optimism with which the Spanish 
Government goes to work. Petrol, which a year ago accounted for 
some 12 per cent of Spain’s total expenditure on imports, is 
unrationed, and consumption has doubled since the restrictions 


were lifted. Havana cigars fill the shops, and in the cities 
there is a lavish display of large, new American cars, symbol 
of the present Spanish “way of life.’ Until the regulations: 
were changed in May, profits of up to 300 

being quite legally made on cars bought with black-market 
dollars. Now that possession of dollars must be justified and resale. 
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is forbidden, the granting of import permits is to be speeded up, 
says the Ministry of Commerce, “ for the:»benefit of imperters who 
are legitimately serving theif own interests, identified with the 
general interest of the nation,” a fantastic misconception by 
English standards, and worth quoting as an exemple of the 
regime’s reluctance to touch the interests of the well-to-do, which 
it regards as so closely bound up with its own. Nor is this sur- 
prising when one loaks down the list of import licences and sees 
that an Under-Secretary in the Ministry of Commerce is down for 
two cars and a lorry. 

The fact is that the Spanishruling class does not understand 
self-denial. Just as their children are grossly spoilt and always get 


their own way, so the Spanish Government is unwilling to deny 
itself and its friends the luxuries without which they think they 
cannot live. Friendship is a great thing in Spain, but the con. 
cessions to it which on a minor level are not so harmful—those _ 
made by one’s friend in the Ministry, for example—are fatal when 
applied to the whole orientation of the country’s foreign trade, 
Austerity is unknown to upper-class Spaniards, though they im. 
pose it gaily enough on the rest of the country. “The Spaniards 
really know how to live,” says the English visitor ; unfortunately 
for their country this ig true, and their reluctance to live in 
other way is at the root of the Government’s failure to tackl> the 
problems that face it. 


Socialists of Eastern Europe 


(By Our Special 


ioe European socialism can look back on more than fifty 
years of history. Im the eighties and nineties industry grew 
up in Bohemia and Silesia, at Lodz and Warsaw in Russian 
Poland, at Budapest, Cracow and Zagreb, in the oil-fields of 
Wallachia and Galicia, and in the mines of the Balkans. About 
the same time Marxist ideas spread from Germany into Russia 
and Austria-Hungary. Two separite Polish socialist parties 
existed in the two empires by 1890, the Hungarian Social Demo- 
crat Party was founded in that; year, the Czech movement was 
formally separated from the Austrian in 1897, and small parties 
had come into being by the beginning of the present century in 
Serbia, Bulgaria and Rumania. 

Already before 1914 a difference was visible between the Central 
European and Eastern types, whose centres were respectively 
Vienna and Sr. Petersburg. In both types the organised cadres 
were provided by factory workers and the leadership by an intel- 
ligentsia which included self-educated workmen, Jews and dis- 
contented elements from the ruling class (impoverished landed 
gentry or new bourgeoisie). The difference between the two 
types lay partly in the disproportionate numerical strength and 
skill of the workers in the two regions and partly in the differing 
intellectual traditions of Germany and Russia. The main 
features of the Russian movement, shared—despite their many 
other differences—by the “ Populists” (Narodniki) of the 1870's 
and the Bolsheviks in the first decade of the 20th Century, were 
on the one hand the forniation of a conspiratorial elite of pro- 
fessional revolutionaries, and on the other hand the attempt to-win 
for the revolutionary movement the lower strata of the peasantry, 
medium and smallholders and agricultural labourers, The pre- 
dominant group in the German socialist movement were on the 
whole opposed to both conceptions. They regarded the peasantry 
at a hopelessly reactionary class unsuitable for partnership with 
the workers, and within their own party they put the emphasis 
not on a “vanguard” of “conscious” revolutionary leaders, but 
on an elemental mass movement of educated and organised 
workers. Local workers’ initiative was encouraged rather 
unqualified obedience to a rigid central control. ; 

The Czech movement was of the German type, and so, some- 
what surprisingly, was the Hungarian, which concentrated on 
organising the rapidly growing urban proletariat but showed little 
interest in the exploited peasantry, particularly after the severe 
repression by the Hungarian Government of the incipient 
Agrarian Socialist movement and harvesters’ strikes of the late 
nineties. The Rumanian and Balkan movements in the two 
questions of peasantry and of revolutionary elite were influenced 
by Russian ideas, ‘This was especially true of the so-called 
“Narrow” socialists who formed the majority in the Bulgarian 
movement. The Polish party had elements of each type. . The 
conspiratorial tradition was extremely strong in the PPS in 
Russian Poland, and its chief exponent was Pilsudski. In Galicia, 
under the leadership of Daszynski, a more reformist type of 
socialism enjoyed some success. Both these groups were fanatic- 
ally nationalist. In the end nationalism prevailed over interna- 
uionalism within the Polish movement. 


Communism and Socialism 


The formation of the Third International in 1919 gave majorities 
within the workers’ movements to the Communists in the whole 
area except Poland, where nationalism was an in- 
superable obstacle. But when the two successive waves of revolu- 


Correspondent) 


Europe became again apparent. In Czechoslovakia the Com 
munists remained an important legal party, but the Social Demo- 
crats recovered the majority of the workers. In’ Hungary and 
Poland only Socialists were allowed to exist, and their freedom 
was severely restricted. Both parties were organised on the 
Central European model, but both had left wings within their 
ranks which would have stood openly for a revolutionary policy 
had they been allowed. In Rumania, Bulgaria and Jugoslavia the 
real left movement was Communist. Communism in these three 
countries was during some years nominally “ legal,” during others 
formally banned, but in practice always ruthlessly repressed. Per- 
secution only increased its prestige, and in fact even in the northern 
provinces of Jugoslavia, where Social Democracy of the Austrian 
type had had some support before 1914, the Communists gained 
ground. In all three countries Social Democracy was an unim- 
portant force. The reasons are the small size of the industrial 
working class, the dominance of the agrarian question, and the 
lack of influence of German Marxism. 

During the Second World War the initiative in resistance in 
Jugoslavia and Bulgaria was taken by the Communists, while in 
Rumania there was no resistance at all. In Czechoslovakia little 
was heard of specific Socialist activity, and at the end of the war, 
strengthened by Soviet prestige, the Communists emerged as the 
strongest workers’ party in both the Czech lands and Slovakia. 
In Hungary the Socialists formed a more or less respectable opposi- 
tion to the regime up till the German occupation of March, 1944. 
At the end of the war a Communist Party reappeared after 26 
years. It was composed partly of left wing Socialists and partly 
of miscellaneous new recruits, and was led by exiles returned from 
Moscow. In Poland the PPS split. A right wing, the so-called 
WRN group, supported the Home Army and the Government 
in exile. It represented at that time a majority of Polish Socialists 
during the war years. It became increasingly anti-Soviet, and 
one of its leaders, Arciszewski, became Premier in London in 
1945. A left wing, known as RPPS and led by Morawski, joined 
with the-und Communists in supporting the Soviet- 
s red “People’s Army,” and was then represented in the 
“Lublin Committee.” Since the end of the war this left wing 
seems to have won the support of the majority of Polish socialists. 


Socialist Groups Today 


Today, with the exception of Jugoslavia (where only one political 
organisation, the People’s Front, exists), all the East European 
governments contain socialist groups. But'the socialist movemerzs 
of all five countries are split into two or three sections, which caf 
roughly be described as a right wing, a left wing and a centre. 

In Poland, Rumania and Bulgaria there BAS cg wing socialist 
parties which form an open opposition—the and the groups 
of Titel Petrescu and Lulchev, of which it seems. probable that 
the first two are now minorities and the third a majority. In 
Hungary there is a strongly anti-Communist group led by the old 
leader Peyer, which still nominally belongs to the party. In 
Czechoslovakia there seems to be no socialist right wing group. 

At the other extreme: are the left wings which, whether from 
conviction, ambition or fear, advocate unconditional co-operation 
with ‘the Communists, Such is the policy of the governmental 
socialists of Nelkov in Bulgaria, and to a lesser extent of Rada- 
ceanu in Rumania. Among the Czech socialists, the Ministers 
Fierlinger and Lausman are credited with similar ideas, as are 
also some of the advisers of the Hungarian socialist leader Szakasits 
and some leading personalities of the Polish Socialist Party. 

Between these two ‘extremes is what may be called the Socialist 
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aerial ambassador = 





First.a 41,000.miles.tour of the Americas, 
followed by a 21,000 miles demonstration tour of 
Spain and the Middle East... then an 
extensive flight throughout*Australia and New 
Zealand... by these on-the-spot demonstrations, 
the Bristol Freighter acts as aerial ambassador 
for British and “Bristol” industry and 
enterprise, In this practical way, the versatile 
Freighter has amply proved its ability to 
carry a wide variety of merchandise in 
any part of the world economically and safely. 
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paper and never 
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THE SPIRIT OF ENQUIRY 
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To-day ... another meteor flashes 
through the sky 


Five thousand years ago heaven-sent meteorites brought 
man his first knowledge of nickel-bearing ore. To-day, 
the spirit of enquiry and the impetus of research work has 
evolved new nickel alloys with extraordinary high proper- 
ties. One such is a standard material in British jet aircraft. 
Thus another meteor now flashes across the heavens, 
bearing nickel—the servant tamed and controlled by 
research for the benefit of mankind. 


THE MOND NICKEL COMPANY, LTD. 
GROSVENOR HOUSE, PARK LANE, LONDON, W.1I 
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EXPANDING INTERESTS 


In 1903 the BTH built their first turbo-alternator which was of 
the vertical type, as shown above ; but within a few years they © 
changed to the horizontal type as now universally used. 
In the ensuing years BTH designed the distributed rotor 
winding for turbo-alternators ; they developed to the utmost — 
the capacity of oil circuit breakers and built the first motor 
operated breaker in Britain : they developed rotary convertors, — 
In 1909 they produced the first trolley bus and in 1911 the first ~ 
drawn wire tungsten filament lamp—forerunner of the now — 
famous MAZDA lamp. 
The same spirit of enterprise and endeavour is alive today. 
As in the past, so in the future, BTH will carry the fame of 
British electrical engineering to the four corners of the earth. 


THE ARITISH THOMSON-HOUSTON COMPANY LIMITED. RUGBY ENCLAND. 
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Centre, which wishes to pursue an independent. sociali ; 
neither capitulating to the Communists nor being drawn i 
Right Wing oppositionalgroupings.. It ‘is, menjof: 

at present on the whole control the 
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parties. Some are to be found also in the official Rumanian party,» 


but very few in the Bulgarian. In other words, independent 
Socialists are still a force in Central Europe, bur hardly in the 
South-East. ; 


The Socialist Dilemma 


But the Socialist leaders are faced with a cruel dilemma. If 
they took a frankly anti-Cc-omunist attitude they would not only 
have the majority of the workers (except in Czechoslovakia), but 
would attract Many sUpporiers from. the peasantry and urban 
middle class. They would form the nucleus of a powerful demo- 
cratic movement, combining political liberty with social progress. 
But to do this they would have to sacrifice the Marxist principles 
which have besn their creed for fifty years. Moreover, it is certain 
that the Communists, backed by the threat, or the actual use, of 
Soviet military power, would suppress them by the well-worn 
tricks of packed “ congresses,” expulsion and, if necessary, arrest 
of independent-minded leaders, and substitution of subservient 
stooges nominated by themselves. On the other hand, if the 
Socialists co-operate with the Communists, they lose the sympathy 
of all who are not Marxists and of all classes but the workers. All 
who fear or hate the Communists come to regard the Socialists, 
too, as their enemies. Opposition to the Communists is then 
increasingly monopolised by those who, under a thin varnish of 
“western liberalism,” remain chauvinists, -clericals, anti-Semites 
and Fascists and fundamentally hate any form of democracy. 


In this tragic situation the East European Socialists, desperately 
searching for a “third way,” follow with passionate interest the 
policy of the British Labour Government. On the one hand they 
are pleased when Bevin “stands up to” Molotov, on the other 
hand thcy are peevishly annoyed when a deterioration of Anglo- 


. Soviet relations makes their personal position more delicate. They 


are certainly ‘sincere in their desire to maintain comradely rela- 
tions with Br.tain, but it should not be forgotten that this contact 
is two-sided. The Socialists seek moral support from Britain in 
their resistance to Communist pressure for party fusion, which 
they oppose, despite their fundamental belief in working-class 
unity, because they know that it would mean nothing but conquest 
of their party machine by the Communist power clique. Yet at 
the same time the Communists seek to exploit for their own 
purposes the contact between East European and British Socialists. 


The fate of East European Socialism depends on the fate of 
Europe. Today Europe does not exist, because its most numerous 
and centrally placed nation, the German nation, does not exist. 
The treason of Germany destroyed Europe, hence the tragedy 
of Hungary, Poland and the other eastern countries. The practical 
execution in Eastern Europe of a socialist programme is at present 
monopolised by the Communist parties, which are instruments of 
Russian imperialism. The result is that the programmes are 
brutally and clumsily bungled, and that the ideas of democracy 
and socialism are being discredited. This process can only be 
reversed if a centte of attraction is created in the West, and this 
1s only possible if side by side with Labour Britain and democratic 
France, a democratic Germany is created, ‘These thoughts are in 


the minds of most East European Socialists today, but they cannot 
be spoken. ’ 


Scarce Currencies and Scarce 


Houses in Hongkong 


[FROM OUR HONGKONG CORRESPONDENT] 


THE Colory’s need of a new air-port to cope with increasing traffic 
is becoming more urgent every day. The present field at Kai 
Tak, although enlarged by the Japanese, is hemmed in by hills, 
dees not comie up to the requirements of a modern air-port. 
Ever'since the liberation alternative sites have been considered and 
Tejected, but a decision is still awaited on a plan which was gone 
into by a visiting mission of experts and has since been under 
cussion at home. In the meantime the number of passengers 
arriving and departing from Kai Tak monthly has risen to nearly 
6,000, and there are now at least ten commercial lines using the 


_ of the traffic is for short trips to Shanghai, Manila 
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aif-port on regular schedule. The quantity of freight handled 
during June was 24,500 kilos inward and 31,800 outward. Much 
and Singapore, the passengers being mainly Chinese financiers and 
business men. eA 
A good deal of treasure and bank-notes is brought in by air 

to be realised on the local exchange market. There is no ban on 
the importation of notes, but gold can only be admitted under 
licence. Although the number of passengers discovered conttaven- 
ing the law grows, it is probable that a considerable volume of 
treasure gets through undetected. A Chinese merchant who was 
recently charged was found to be in possession of the following: 

I tb. 103 oz. in gold bars and leaves,  ~ © ~~ 

£821 in sterling notes. 

US $9,500 in notes. 

Rupees, 6,600 in notes. 

Straits, $930 in notes. 

Piastres, 140 im notes. 

Ticals, 118 in notes. 

HK $1.70 in notes. 


This is a comprehensive range of currencies for which there is 
an active market in Hongkong, and there is evéry 1eason to believe 
that exchange dealers derive much of ‘their supply from air 
travellers. A different type of offence was that of a Chinese 
farmer who on afrival by train from Canten was found: to be 
carrying a pot of bean curd at the bottom of which were two 
gold bars. His excuse was ignorance of the law, and he explained 
that he had recently sold his farm and having converted the pro- 
ceeds into gold decided to take up residence in Hongkong. This 
explanation was found to be true, and the defendant was let off 
with a caution. His gold was: not confiscated, but purchased by 
the Treasury at the official rate. 


There has been a very stecong demand for gold during recent 
weeks, and early in July the local price rose to HK$340 per tael, 
which is equivalent to over US$50 per ounce. From time to time 
rumours of the impending devaluation of the Hongkong dollar 
are put into circulation and result in an active market in gold 
at rising prices, followed by a sharp decline when the rumours 
are scotched. The approach of July 15th led to the propounding 
of many theories, mainly based on wild guesses, as to what would 
happen to sterling, and the general feeling amongst Chinese ex- 
change operators was that its value could not be maintained. This 
led to a scramble for gold znd a sharp rise in the local rate for 
US$ notes to abour HK$5 per US$1. A Government pronounce- 
ment allaying fears of the devaluation of sterling had a prompt 
effect, and exchange rates have subsided to a normal level. 


Complaints of Overcrowding 


Like every other world centre, Hongkong has an -acute housing 
problem. Not only were there no building operations during the 
veats of occupation, but many of the existing houses and buildings 
were either destroyed during hostilities or subsequently looted— 
and something like 70 per cent of the European type of residences 
suffered in this way. A further complication has been the. influx’ 
of wealthy Chinese, who, with ample funds to pay “ key-money,” 
have caused a serious dispiacement of population. For the first 
time for many years past a debate took place in the Legislative 
Council in which most of the speeches were delivered extempore. 
The unofficial members united in support of a motion. attacking 
the Government for “lack of progress” in housing the com- 
munity ; but the official reply was an amendment to omit the words 
“Jack of progress” as well as every term which implied censure, 
and to pass the amended resolution by the weight of the official 
majority. While on balance the Government got the best of the 
argument, because bricks cannot be made without straw, the dis- 
satisfaction expressed by the unofficial members may have done 
some good. It is realised :hat the Government is understaffed 
and is unable to procure the essentials for a big housing scheme ; 
but a lot more could have been done at ay srlier date after the 
liberation to encourage private enterprise. The miserable condi- 
tions in which hundreds of European men, women and children 
are herded together in hotels and boarding houses is bad enough ; 
but thousands of locally born Chinese and other nationalities have 
had to double up with relatives in over-crowded quarters or have 
taken up their abode in ruined premises lacking’ sanitation. A 
temporary hutment scheme might very well have been undertaken, 
and would have eased the situation until the time arrives when 
building material and equipment is available. Bur the. Govern- 
ment has refused to lower its standard of housing and the com- 
munity Has to suffer. 
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Post-Mortem on Dollars 


HE factual data sprinkled in the Ministerial speeches dur- 

ing last week’s debate on the State of the Nation provide 

a far better picture than has hitherto been available of Britain’s 

accelerated expenditure of dollars... For the most part the in- 

formation given, mainly by the Prime Minister and the Chan- 

cellor of the Exchequer, covers only the period up to the end 

of June and, therefore, misses the crucial July climax. None 

the less, the figures covering the first half of the year carry 

with them fairly confident indications of the forces that were 
to reach their height in July. 

The basic figures were those given by Mr Attlee on the 
distribution of the United Kingdom’s total dollar deficit of 
$1,620 million in the first six months of 1947. Of this the 
major part was represented by the deficit of US dollars in 
direct trade with the United States, which amounted to $704 
million ; a further $116 million represented British dollar ex- 
penditure on German account, and a further $472 million 
comprised payments made by Britain in the Western Hemi- 
sphere outside the United States. These three items, represent- 
ing about four-fifths of the total, account for the direct dollar 
expenditure of Britain. ‘They cannot be linked with: the factor 
of convertibility.» It is true that the British current ‘sterling 
deficit with countries like Argentina was almost automatically 
converted into dollars ; but the concession that made these 
operations possible was not part of the unexpected cost of 
convertibility ; rather, must it be regarded as the price paid to 
induce the Argentine; in the ‘financial agreement signed last 
autumn, to continue to self goods to Britain in excess of the 
amount purchased in this country. The Chancellor gave some 
fuller details of this direct British dollar expenditure on imports 
from countries other than the United States, but his figures were 
for the twelve months to June 30, 1947, and cannot, therefore, 
be reconciled with the six-months’ figutes given by the Prime 
Minister, The figures for the full year show that dollar expen- 
diture in Central America, mainly on oil and sugar, amounted 
to $260 million, in Canada to $220 million, and in Argentina 
and the rest of South America to $135 million, making a total 
of $615 million for the full twelve months, of which $472 million 
was incurred in the first half of 1947. The substantial US 
dollar expenditure on imports from Canada is a reflection of 
the fact that the Dominion has slipped into exactly the same 
dollar problem as Britain and most other countries in the 
world. Mr Dalton explained that Britain is now, in deference 
to Canada,. paying, for half .its imports. from Canada in US 
dollars. 

To return to the figures given by the Prime Minister, the 
next items representing purchases by the rest of the sterling 
area in the United States and the Western Hemisphere have 
more direct bearing on the issue of convertibility. These 
amounted to $272 million for the first half of this year. The 
Chancellor gave some detailed figures which bore on this par- 
ticular expenditure but which again do not tally exactly with 
the Prime Minister’s.. Mr Dalton showed that Britain’s dollar 
expenditure for other sterling area countries in the six months 
of 1947 amounted to $205 million as against Mr Attlee’s com- 
parable figure of $272 million. ‘This and other 
are a measure of the haste with which this material had to be 
assembled. Included in the total given by Mr Dalton was.a net 


receipt of $140 million from Malaya—which has thus returned 


to its traditional role as a big dollar earner. This credit shows 
that other items make a debit total of $345 million, of which 
$60 million went to Australia, $50 million to South Africa and 
$235 million to the rest of the sterling area. In the previous 
six months there was an actual net receipt of $155 million from 
these sterling area countries, so that the deterioration in ithe 
first half of this year has been severe. The dollar deficit of the 
sterling area financed through the sterling area dollar. pool, 
represents that part of the hard currency deficit of these sterling 
countries which has been. financed . by running down their 
accumulated sterling balances: Some of the items in this sub- 
total are unexpected. It is surprising, to say the least, to find 
South Africa figuring among the countries which have dipped 
into the dollar reserve in the first half of this year. It is true 
that the South African balance of payments with the hard cure 
rency area has swung violently against the Union in recent 
months, and there is good evidence that a considerable part 
of that deficit has been financed out of the South African gold 
reserves, which amounted to £184 million on July 15th, of 


£70 million less than a year ago, Over the same period, how . 


ever, South Africa’s sterling balances had dwindled from 
about £31 million to £9 million, a movement which brings 
corroborative evidence of the extent to which the South African 
dollar deficit was covered by recourse to the sterling area 
dollar pool. The South African gold reserve is still more than 
three times its level at the outbreak of war and there seems 
to be some ground for asking whether, in the prevailing circum- 
stances, the Union neéd have unloaded the weight of any part of 
its dollar deficit on the fast failing British reserve of dollars, 

To have refused to make these dollars available out of the 
Sterling area. dollar pool would, however, ‘have involved a 
departure from whole conception of the sterling area principle 
as it was evolved during the war. As the Chancellor explained, 
the essence of this principle was that Britain acted as banker 
for the sterling area, receiving hard currency earnings from its 
members and paying out whatever they reasonably needed ‘for 
their own trading with hard currency countries. The sterling 
area countries pooled their resources’ and stood together during 
the war and it would have been highly invidious suddenly to 
obstruct their access to the sterling area dollar pool when theif 
operations with that pool began to flow in the reverse direction. 
What can, however, be held against the British authorities is the 
readiness with which they released balances, accumulated. by 
these countries and the tardiness with which’ voluntary agree 
ments for the partial immobilisation of these balances were 
negotiated. > — 

The Chancellor of the Exchequer gave some interesting in- 
formation on the amount and rough distribution of sterling 
balances, Of a total of £3,560 million on June 30, 1947, he 
specified the following items: £1,700 million was either under 


control or being brought under control by voluntary blocking - 


agreements; £400 million belonged to Australia, New Zealand 
and South Africa, with which no formal agreements were fe 
quired; £760 million belonged to the rest of the sterling, ates, 
mainly to the colonies “ with whom we have our.own methods 


of. arrangement.” 3 million. the 
ae £500 was sterling belonging to 





countries in Europe. These add up 
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to £3,360 million, leaving £200 million unaccounted. for, and 
though the Chancellor made no specific reference to this residue, 
it may be assumed that it represents those.assets which have 


been or are being released and made available to countries which - 


have agreed to voluntary blocking of part of their balances. A 

e at the figures will show that there is considerable material 
on which a flight from convertible sterling could feed, and it is 
no doubt on part of this sterling that the exceptional dollar 
expenditure in July was based. 

The items of expenditure so far mentioned account for $1,564 
million out of the total of $1,620 million given by Mr Attlee as 
the dollar deficit that had to be met in the first half of this year. 
The small balance of $56 million represents the use of transfer- 
able sterling for purchases in the dollar area by European 
countries. That item can also be laid at the door of converti- 
bility or rather of the arrangements made in anticipation of con- 
vertibility. It may be assumed that this particular drain on the 
British dollar reserves also increased appreciably in July. With 
the increase in the dollar shortage throughout the countries 
operating transferable sterling accounts, an increasing amount of 
currently earned sterling was used to meet dollar expenditure. 

Explaining the exceptional jump in loan drawings in July, the 
Chancellor pointed out that $150 million out of the $700 million 
drawn in that month would, in the normal course, have been 
drawn in June but was postponed until the beginning of July at 


—— --— ce 





Drawings on Net Spendings from 
US. Credit U.S. and Canadian 


1946 $ mn. Credits $ mn. 
Srd quarter... .......4. 400 210 
4th quarter. ......+.0- 200 369 

1947 
Janeary.. cos eck ek 4 4 
February...........05 
Mess écmare Koqels ep 200 323 
BREE ov excénts aot vanes 45¢ 307 

BPE SAPS 200 334 
WG oie bwhia » HEM oe Kab 300 308 
DO ee 700 538 
Teale 951. 2,750 2,750 





the request of the United States Government. In addition, 
$40 million—a disproportionate sum—had to be found in July 
for the first payments for the seasonal deliveries of North 


To complete the picture of Britain’s expenditure of dollars, 
the. following table showing the distribution of the direct 
expenditure in the twelve months to June 30, 1947, has been 
constructed from percentage figures given by the Chancellor. 

UK PurRcHASEs IN THE USA 


Twelve months to 
June WO, 1947 $mn. Percentage 

OO ress hee tee ae 385 25 
Raw materials and petrol... 416 27 
OEY.» <. cts Veimeie csntin 216 14 
GE xcs + sagas ue es cnests 108 7 
Tewaseass 6h VEG 184 14 

Riles «isc . Siikh EsRd oOo WS 62 
AS TIORY «4.010 nt sah oanse 169 ll 
TOM 88 FIG OR 1,540 100 

UK dollar receipts ....4..46 340 


Deficit arising from direct 
UK-US trade's oii... 


From this mass of information the impression clearly emerges 
that, while the direct dollar deficit of the United Kingdom pro- 


vided the main burden on the dollar credits, the multilateral 
use of sterling must also bear its responsibility. Symptoms must 


not be mistaken for causes, and the severity of the pressure which 
convertibility placed on the dollar reserves was merely a measure 
of the disequilibrium in the British balance of payments and of 
the generous releases of accumulated sterling made to sterling 
area countries. This explanation, however, does not gainsay 
the fact that since the root cause, namely the deficit, cannot be 
eradicated immediately and since the credits are near exhaustion, 
this particular channel through which the deficit impinged on 
the dollar reserves must be temporarily narrowed. There can be 
no doubt that in the coming Washington negotiations a partial 
retreat from convertibility of sterling will have to be sought. 
That it will be granted may be taken as certain. The Americans 
were fully prepared to grant it many weeks ago—when they 
seemed to have been far more cognisant of the true sterling 
position than the Chancellor of the Exchequer himself. 


The Films Tax and After 


N Wednesday last week, the Treasury made an Order, 

revising the duty on imported cinema films from 5d. a 
foot to three-quarters of the “ anticipated net proceeds.” By 
this step, they settled two arguments—the first that it was 
administratively possible to levy an ad valorem duty on films ; 
the second that bacon ranks higher than Bogart. For many 
months the Chancellor had argued that because the filmgoer 
paid good money to see what he liked, the Government had no 
right to interfere with his choice; then, less certain of his 
dollars and perhaps of his doctrine, Mr Dalton took powers in 
the Finance Act to impose a duty by Treasury Order ; and now 
comes the decision, announced at the height of the crisis with 
every sign of haste—that 25 cents is enough for Bogart, and 
7§ cents must be released for bacon. That, after long procrasti- 
nation, is how the British Government has elected to deal with 
film imports costing between £17 and £18 million almost 
€ntirely in dollars. It would have been easier to believe that 
it is a well-thought-out policy if the reasons for it had been 
explained. 

Hollywood’s reaction has been lofty, voluble and prompt. 
The new tax is denounced as a violation of the Loan Agreement. 
But that cannot be so, for it applies without discrimination to 
all foreign films (including foreign language films which never 
enter the mass market for which the American film caters) even 


though it is primarily intended as a dollar saver. It has been 
condemned as “a confiscatory measure directed against a great 
and friendly industry.” It is friendly greatness, presumably, 
that has led the American producers to suspend forthwith the 
shipment of new films to Britain. In six months or so, if this 
embargo lasts, there will be no new American films for exhibi- 
tion in British cinemas ; during this period there will be no 
revenue from the new tax and no dollar saving, and at the end 
of it, if the two sides are still at odds, British cinemas will have 
to make do with British films and American revivals—the latter, 
again, yielding no revenue from the new duty though they will 
cost dollars. As long as the embargo lasts, there will be no 
saving on films already in this country, and the Treasury Order 
will produce no revenue ; it will hit the French film industry 
quite gratuitously ; and it will pose some very awkward 
problems about the future scale and methods of the British 
and American film industries. 

It must, however, be asserted that Mr Dalton is entirely right 
to try to set a limit to the total amount of dollars: which Britain 
has to find for foreign films. The American film industry has 
been taking $70 million a year; it must now make do with 
$173 million. But is there not a better way of achieving the 
same result ? The Americans have said that they would agree 
to the “ blocking ”—or more accurately, the retention in: this 
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country under friendly agreement—of a proportion of their net 
sterling earnings. But they have not been at all precise about 
the proportion which they would like to transfer into dollars. 
If 25 per cent is confiscatory, what percentage ‘is acceptable ? 
Will the Americans accept a limitation on all remittances, not 
merely on new but also on old films—of which the dollar cost 
for the next year or so will be quite high, and unaffected by 
the new duty ? Will the American Government (and not merely 
the American film industry) be prepared to tolerate such an 
arrangement as falling within the canon law of the Loan Agree- 
ment? And what eventual arrangements about transferring 
the postponed funds are to be made ? Are they to be invested 
here in film production or other channels ? If, after study of 
these questions, all parties agree that “ blocking” is better than 
the new duty, then the Chancellor should agree, but only with 
the most explicit assurances on each one of them. 

On both sides of the Atlantic, the industry is well versed in 
the arts of publicity, and the shrieks and lamentations which 
have gone up during the past week easily qualify for an “H” 
certificate. But it is doubtful if the industry regards the situa- 
tion with utter despair. The American producers will certainly 
calculate that the dearth of new films will be too much for the 
patience of the British public, who have come to expect a 
double-feature programme changed twice weckly almost as if 
it had been handed down as of right at Runnymede, They will 
wonder how the British cinema industry will remain solvent— 
a point on which British exhibitors have themselves expressed 
great concern to the Government this week. If takings suffer 
severely, as they will, how can a regular flow of funds from 
the box-office be kept up to sustain the expansion of the British 
film-producing industry ? Is it not obvious that the Govern- 
ment will have second thoughts, and will settle for blocking, 
say, §0 cents in the $ ? 

In pursuing this line of thought, the great and friendly 
industry shows itself also to be a very anxious industry. To 
Britain, the total dollar expenditure on films is only 4 per cent 
of the whole ; eliminate it, and there is a modest saving for 
more essential things. To Hollywood, on the other hand, 
Britain’s expenditure on American films constitutes virtually the 
‘entire net profit of the industry, which does little more than 
cover its overheads and production costs in the American market 
—where, incidentally, the hold of the producers over the 
cinemas is far less developed than here. On the best view, the 
American industry has to face the prospect of a painful defla- 
tion, because its net income from Britain available to meet 
dollar expenses in America will be reduced, if not by 75 per 
cent, at least by some significant percentage. It is too realistic 
to deprive itself permanently of the British market. 

Last week’s trans-Atlantic gestures, therefore, will not be the 
last word ; before very long, they will give way to more serious 
negotiation between the two Governments. A period for reflec- 
tion will be no bad thing, for the Government has both to save 
dollars and to provide a new long-term framework for the 
British film industry, because the Cinematograph Films Act of 
1938 expires in March mext year. 

The present Act contemplated a gradual rise in the exhibitors’ 
quota from 12} per cent to 25 per cent (that is, one-quarter of 
the total footage projected in British cinemas must be provided 
by British films) and in the renters’ quota from 1§ per cent 
to 30 per cent (that :is, film renters were to acquire or make 
for distribution in the British market that proportion of British 
films to the total). Because of the war, the 1938 quota provi- 
sions have never been enforced ; despite the fact that the Board 
of Trade has reduced the exhibitors’ quota to the lowest per- 
mitted level of 15 per cent, a thousand or more exhibitors 
have failed to fulfil their quota obligations each year, simply 
because there were wholly insufficient British long films made. 
In 1941-42, only 46 of these were registered, and even last year, 
when the industry had recovered sufficiently to produce 107 
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long films, their number—apart from their average quality. 


was no higher than in 1939-40. The following table illustrates 
the dependence of the British cinema on foreign’ films: 


’ Numper or Firms RectsTereD aa 





Year 

Endi 

March 
eee eee 638 535 103 
BONG Sivas 507 399 108 
BORE cane tke 465 400 65 
AS 503 457 46 
S985 wacncceee 516 454 62 
er ssecnese 446 376 e 
IONS wiecies de 446 379 ‘7 
PEE nc bbug te 447 364 83 
MOOD Sis S55 474 36T 107 


Nor should it be supposed that the British film-producing 
industry has reached a point where it can supply practically a 
quarter of the feature films shown in British cinemas. Any film 
over 3,000 feet counts as a “long” film, and well over half 
of the British output has consisted of such films, which tank 
for renters’ quota, but play for less than an hour and are mere 
“second features.” ‘Fhe average quality of fulllength British 
films has made a great advance, but in number they average 
not more than one a week. 

It is hardly surprising that cries of alarm have gone up from 
the exhibitors. There are about 4,750 cinemas in the United 
Kingdom, of which perhaps 2,000 are reasonably modern and 
well equipped. Of the latter, there is a great concentration in 
the hands of Associated British Cinemas (nearly 450), Odeon 
Theatres (about 300) and Gaumont-British (about 250). Only 
one other circuit at the end of last year had more than 50 
cinemas. In many large towns, the circuits are represented with 
closely competing houses. The Odeon afd Gaumont groups 
constitute the exhibiting branch of the Rank Organisation; 
and they, too, control the majority of the West End cinemas. 
The Committee which reported on tendencies to monopoly in 
the film industry in 1944 found that the three circuits con- 
trolled 204 cinemas in the London release area, out of 300-360 
“first-run” houses there, from which they would normally 
expect to derive 25 per cent of the gross takings of their whole 
circuits. 

These figures show how closely the scale and prosperity of 
the British film industry is geared to the exhibiting side of the 
business ; they also illustrate the shock which would scone 
any prolonged suspension of American film imports, 
the industry is integrated on the foundation of large cinema 
circuits. The Monopoly Report pointed out that “ save’ in 
exceptional circumstances, a booking by one of the three major 
circuits is indispensable for successful exploitation of a British 
feature film in the United Kingdom,” though it might with 
equal truth have added that circuit bookings were no less essea- 
tial for the success of American films. In this passage, the 
Committee were examining the position of independent pro- 
ducers in this country, and the “ gravity” of their situation in 
being dependent upon distribution of their product through one 
of the three main circuits. But because the circuits have been 
built on a foundation of a free supply of American films, it is 
their own position which now becomes “ grave.” There ate 
important minority American interests in Odeon and Gaumont- 
British (United Artists and 20th Century-Fox respectively) 
while Associated British is jointly controlled by the American 
Warner Brothers group and by the family of the late Mr John 
Maxwell; the weight of these American interests is clearly 
important in the present situation. nt = 

In two other respects, the power of the main circuits has been 
greatly extended. The first is the growing importance of their 
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market, distribute, films . widely. to. other cinemas. The , two. 
distributing companies in the Rank. Organisation, Eagle Lion 
wd General Film Distributors, now claim to handle more films 
petween them than’ any ‘one’ “American “distributor ‘in’ this 
country. It is the certainty of circuit distribution in this country 
which makes distribution through the Rank Organisation attrac- 
tve—if not indeed indispensable—to independent. producers. 
But to a very considerable degree, they must attach themselves 
to that organisation at an earlier stage, owing to the shortage 
of studio space. Reckoned in terms of square feet, the Rank 
Organisation controls 32 per cent, and ABC 21. per. cent: of 
the total studio space, and few important . British. films . have 
in fact been produced during the last year.or two except by 
companies whose output is. distributed: through “the Rank 
Organisation. To be fair; Mr Rank has treated producers 
reasonably and sometimes even generously ; he has usually left 
them with a real measure of artistic freedom, but the indepen- 
dent producers are freemen who at the same. time have been 
much beholden to the Lord. of the Manorfield, often for their 
finance and largely for their market. And it is access to the 
market which can make or break the independent producer. 
These are questions, however, which must at the moment 
be deferred, for until the dust of controversy. has settled, the 
outline of the future shape of the British film industry which 
Parliament has to provide during’ the next six months cannot 
be drawn. These matters, like the future machinery of the 
quota, must be deferred for later discussion, which will be 
more profitable than it can be today. Meanwhile, there are two 
more urgent points for study... The first is the: crucial question 
of dollar saving. The second is the minimum requirement of 
film product to keep the cinema industry going, and the public 
appeased instead of sated with films. That a dollar saving must 
be made is axiomatic ; the question is whether imposing a 
75 per cent tax on.the net proceeds of foreign films hereafter 
imported is the best way of doing it. An informal arrangement 
with the American industry, by which it undertook to devote 
a proportion—say §0 per cent or perhaps even more—of its 
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net ¢arnings in the British market—not merely of its earnings 
on new films-—to film production here would not. be the best 
recipe for the growth of a native film industry ; for one thing, 
it would add to the great pressure on studio spate which ones 
exists, But it would be a means of ‘saving dollars, if it co 

be, squared with the, doctrine; of the Loan Agreement. As for 
the minimum: product .required..to..provide. a modest diet of 
films—single feature programmes,: and» a*reduction of cinema 


- 


playing time by, say, one-half—a reasonable guess; might be 
175 long films a year. There is no reason why at least half 
should not be produced in British studios, provided that past 
production methods are. radically, revised, that. the new budgets 
are arranged to produce films more quickly and more cheaply, 
and that the more pretentious ambitions of ‘the British film 
industry in the American market are, for the time being, 
modified 


For years past, the cinema patron-has been given a lush diet, 
and the exhibiting industry has prospered as the purchasing- 
power in the hands of the public grew. But a more austere 
future lies before the industry. Naturally, the process is dis- 
tasteful. But every industry that is not absolutely vital will 
have to accustom. itself. to existing on a small fraction of its 
normal requirements of taw material: The press has had to 
do that for years past ; the film industry is not the only one 
that will have to do so now. It can make great economies in 
its. exhibiting expenditure ; the “conspicuous extravagance 
which appears to have become.an accepted characteristic of 
the trade,” to quote the Monopoly Report again, belongs to 
the past. It is not for nothing that the yields on cinema shares 
are now as high as 8 per cent, for the day of high earnings is 
closing. .There is no reason why, é¢ventually, the British film 
industry should not restore itself to. prosperity by accepting 
more modest ambitions, and cultivating its own garden. It may, 
in the end, be no bad thing that the industry should discover 
the virtue of producing ten modest and good films, instead of 
one costing ten times as much, and occupying scarce studio 
space ten times as long. 


Business Notes 


Three per cent or Higher ? 


Especially from the City point of view the Chancellor’s 
speech in the House last week was notable for its omission of 
the customary reaffirmations of faith in cheap money and deter- 
mination to pursue it. The gilt-edged market has responded 
accordingly. Its performance this week has outclassed even 
last week’s, The fall accelerated again, culminating’ on Wednes- 
day in losses ranging up to 2 points and carrying the undated 
2} per cent Consols down to 81—their lowest for nearly two 
years—and showing a.capital loss of nearly 20 per cent for those 
“patriots” who subscribed through the tap for the 2} per cent 
“Daltons ” issued last autumn. It was significant of the present 
bear market that Thursday’s recovery to 82} xestored only part 
of the previous day’s loss. Inevitably, the latest issues of second- 
line gilt-edged stocks ,are in sorry shape..Of the £1} million of 
Leicester 2} per cent stock, 1965-70, offered at par, all but 8 per 
cent had to be taken up by the National Debt Commissioners. 
It is surprising, indeed, that they were relieved even to this 
extent, for the scrip is now quoted at around rT points discount. 
The Kenya issue, though offered “at a’point under par but with 
the same redemption dates, fared ‘similarly; of the £5 million of 
the existing stock only £282;500 was tendered for conversion. 

_ For a movement which, according to the Chancellor’s advisers, 
is “largely due to sentiment, rather than technical reasons,” 
this is a demoralising mance. But it certainly is not true 
that technical factots ‘have, not played ay imy part, a0, 
to make sense of the Chancelloz’s explanation, “ sentiment 

needs to be construed as “fundamental causes.” Obviously, a 
Considerable proportion of the recent selling derives from the 


eer uncertainties of the ominous economic situation. For 
example, not all of the liquidation by industrial companies ‘can 
Conceivably be for the purpose of 


financing immediate outlays 


upon plant and materials for essential services: To this extent 
the fall is “sentimental.” But the real demand for capital for 
essential purposes is now so acute (it may be noted, in this 
context, that exports, no less than industrial re-equipment, are 
“investment ”), and the deficiency of spontaneous savings is so 
evident that the natural equilibrium rate of ‘imterest is obviously 
high and will remain so for some time.’ Underlying the senti- 
mental reactions, this is'a fundamental factor, which has begun 
to show itself now that artificial management of the market has 
been withdrawn: If the solvent of credit creation is not again 
to be used as a means of promoting the liquidity of the market, 
maintenance of a yield basis substantially below the equilibrium 
level ‘must ‘depend principally wpon the strength of physical. con- 
trols of real resources rather than: upon ‘purely financial devices 
such as regulation by the CIC.» But it is all too probable that 
increasing shortages and bottlenecks in key materials and com- 
ponents, as distinct from specific licensing of the items in short 
supplys will come to the: Chancellor’s aid:in the efforts. which 
he presumably will make to mitigate: the pressure on integest 


rates. 
* an at * 


Short and Long Disparities 
In addition, while the technical factors have contributed signi- 
ficantly to the extent of the fall, a point could shortly be reached 
at which some of them, at least, might exert a influence. 
Mr Dalton himself, after declaring that the 4 per cent rate on 
Treasury bills and the % per cent on Treasury deposit receipts 
would be maintained, argued that: 
It may be only a question of time before other prices for medium 
and latinet-ferm stocks adjust themselves to the persistently-held 
level of the Treasury bills and the TDRs. 
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Tt would be foolish to suppose, however, that this factor alone 
is likely 10 work at all rapidly. Indeed, this week’s experience 
has been remarkable for the further substantial weakness of the 
shortest dated bonds. While the medium and. medium-long 
dated Savings Bonds have already left the 3 per cent basis behind 
them—yields to redemption are now in the vicinity of 3! per 
cent—the 24 year Exchequer Bonds now offer fully 13 per cent, 
while 2} per cent can be obtained on stocks with a maximum 
life just beyond the money market's five-year span. 

In present circumstances, with the cushion which the discount 
houses provide in the short bond structure already fully burdened, 
the abnormal disparity between short money rates and short bond 
yields is of little account. Whether the yields on these Bonds 
are 2} or 3 or 3} per cent, the prices in such conditions are settled 
not, as normally, by the professional operators whose special tax 
position enables them to accept a fine yizld, but by the ordinary 
body of investors, institutional or otherwise. Only when a demand 
springs up to relieve the market of part of its burden will the 
normal resilience begin to be restored. It remains true, however, 
that, given the present passive role of the discount market, the 
gilt-edged jobbers are playing safe, so that relatively small offer- 
mgs have a wholly disproportionate effect upon prices. Quite a 
modest off-take, therefore, might once more bring the price 
structure within the range of determination by the professional 
dealers. There is no sign of this yet, but if and when it hapvens, 
the effects, on a technical plane, might be rather dramatic. And 
a recovery thus induced wouid certainly provoke rapid covering 
of the quite substantial bear position which is now believed to 
exist in gilt-edged generally. 

On the other hand, it would be wrong to suppose that the 
technical factors can work only one way. The further the fall 
proceeds, the greater is the danger that selling may be provoked 
because positions carried on borrowed money are ing un- 
covered. So far as the inner circle of professional operators is 
concerned, the markyt could certainly fall a good deal further 
before that danger-point was reached ; and, in such a contingency, 
there is little doubt that the authorities would come to the aid 
of those who have acted by the accepted standards of prudence. It 
is toO soon yet to guess which way the market will turn. But, if 
the position can be held for a time, there is at least the prospect 
that the war damage value payments, if not also the Argentine 
Rail repayments, will bring some relief—but only, of course, at 
the cost of a further officially-induced creation of credit. 


* * * 


Equities Now 


Calculations that the Government’s failure to come to grips 
with the economic crisis would be “ good for equities ” because 
failure would mean a further increase in inflationary pressure, 
has completely misjudged the course of the industrial share 
market this week. Many investors have undoubtedly been 
alarmed by the noise which developed over the Supplies and 
Services Bill over the week-end, without pausing for much reflec- 
tion whether it is the raking of power or the frank admission that 
the Government do not know how it will be used which is the 
more alarming. The strengthened position of the Government’s 
left-wing supporters is, perhaps, a more tangible feature for dis- 
trust, for their recipes of more Socialism to meet the crisis— 
already evident in the whittled-down reprieve for steel—clearly 
bode no favour for ordinary shares. 

Bur the key factor in the market situation is the failure of 
gilt-edged to preserve a defence line at 3 per cent. It was no 
accident that the worst day for gilt-edged on Wednesday was 
also the worst for equities—which reached a new low level, 
measured by the Financial Times index of industrial ordinary 
shares, of 118.0, compared with this year’s high of 140.6. And 
the fall is not part of a calculated adjustment of comparative 
yields; it arises rather from a sharp break in market confidence 
regarding the future course of interest rates and also of industrial 
profits. There are, moreover, some signs of technical strain, 
though not of real trouble, in certain sectors of the 

In contrast, the Kaffir market has shown a massive stability. 
This can in part be rationalised, because the South African gold 
mining industry is immune from fuel crises and a falling price 
for its, product—which is more than many British industries can 
claim in this declining phase of the seller’s market. But in part, 
it is also largely irrational—a sentimental flight into shares, 
to escape the threat to sterling, and even more high n hopes 
of a revision of the American gold price which has been officially 
repudiated in Washington this week. Even in markets like these, 
it takes an investor of strong mind to remain disinvested, and 





many less determined ones have obviously concluded that, why 
in present fact for a rise in the price of gold, mining sharey.y 
any rate provide one of the few remaining avenues 5 
from the worst. Perhaps this policy of mild despair 
way to something more rational—even, perhaps, the 4 

a partial recovery now that Parliament is no longer sitting. By 
many brokers who are not dissuading their clients to sell now. 
would, in that event, certainly urge them to do so. tuk 


* 
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The Course of Profits ai 


Although Mr Attlee appealed to companies not to pay “ hiph 
dividends” there was no suggestion in last week’s debate’ tha 
the Government have decided on any policy of restricting the 
earning of profits (apart from the general measures which » 
propose to divert output from the home to export markets ip 
the national interest) or their distribution. But this may only meag 
that, in the hasty preparation of the general heads of a pe 
policy, the details of action have been left for later consideration, 
If, as the result of the crisis, the left-wing group of the Gover 
ment’s supporters have gained in influence, they will certainly 
reinforce their demand that any interference with wages 
be compensated by similar restrictive action upon profits, The 
possibility of an autumn Budget “to limit any further rise ip 
inflationary pressure ” must obviously be coupled in the investor's 
mind with the ready-made weapon of a simple increase in the 
profits tax, which lies to the Chancellor’s hand, accompanied by 
a stiff increase in the differential tax on distributed profits, It 
would certainly constitute a popular political move in some 
quarters. 

Its popularity would, moreover, be enhanced by the fact the 
published industrial profits are now rising rapidly. In thig-w ~<a 
Records and Statistics Supplement, the profits of 428 
whose reports were published during the first quarter of this 
year are analysed in the usual series of tables. They show. that 
these companies increased their profits from £83,623,000 0 
£102,531,000—before income tax, but after meeting the reduced 
EPT of 60 per cent. A sharp increase in ordinary dividends 
occurred ; their cash value was increased from £49,896,000 gross 
to £64,205,000 ; they absorbed a higher proportion of the increased 
profits (62.6 per cent against 59.6 per cent) ; and the average fate 
rose from 15.1 per cent for first quarter companies in 1946 10 
22.9 per cent for the corresponding sample of companies in 1947. 

Much has already been made of thesz increases, but there af 
some points about the figures which must be stressed. Firstly, they 
relate to companies whose reports appeared during the first quarter 
of this year, and whose financial years, therefore, ended well before 
the interruptions to production caused by. power shut-downs and 
the winter fuel crisis. Secondly, they register the benefit of 
the reduction of EPT, but do not reflect the increased tax on 
distributed profits which is now in force. Company reports in 
the second and later quarters are likely to show a further increase 
in profits and dividends, but the full effect of fuel and raw materials 
shortages will become increasingly prominent towards the end of 
this year. Mr Dalton illustrated the time lag in the disclosure 
of industria] profits in his zeference to the prospective fall in 
income-tax receipts in 1948-49. The latest profits figures will 
make useful political capital in some quarters ; but they are indeed 
an out-of-date historical record, and an uncertain guide to the 
future—particularly if that future should include any economic of 
fiscal measures specifically aimed at their restriction. ’ 


Te 


* * * 


Control of Labour 


A draft version of the proposed Control of Engagements 
Order which becomes effective on October rst was discussed 00 
Wednesday by the Joint Consultative Committee, which consists 
of representatives from the British Employers’ Confederation and 
the Trades Union Congress, and meets under the chairmans 
of the Minister of Labour. The new Order apparently follows 
closely the lines of its wartime precedent. It will apply to mi 
between the ages of 18 and 50 inclusive and to women i 
18 and 40 except women with children under 15. on 
from the Order include ex-service men and women on demobilis# 
tion leave who will still be free to choose their employment, ee 
ae, seer and managerial workers, dock 

merchant na -time ‘The present : 
the merchant navy sid part workers. presen Essen 


civil engineering will remain. 
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covering coal mining, agriculture, building 40° — 
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is is control of labour in a very emasculated form. . For ‘it 
y mean that employers will have to fill all. vacancies for 
full time wage-carners through the labour exchanges—* some- 
what invidious distinction between control of wage earners and 
non-control of salary earners. Two important sources of wage- 
earning labour are still outside the direct control of the Order— 
icemen and part-time workers. The Order will be quite 
less to bring the benefit of a reduction in the armed forces 
immediately to the undermanned industries. -And what hope 
does it hold for those textile mills in Lancashire and Yorkshire 
which could make good use of part-time female labour which is 
sill free to accept employment with the football pools? The 
whole scheme of labour direction as it stands is still dependent 
for even limited success on the cumbersome and slow procedure 
of discouraging expansion of the overmanned industries by fuel 
snd material cuts, and a transfer of their surplus labour to the 
undermanned industries through the labour exchange machinery, 
if the labour seeks new jobs. 

The Joint Consultative Council meeting also considered the 
progress made so far with staggered hours. There was a note of 
ominous doubi in their hope that staggering schemes could be 
started by October Ist. Progress has been made over the last 
fortnight in preparing schemes for staggered hours in Lancashire, 
but there is almost a touch of desperation in the proposal from 
Birmingham this week that cértain Midland areas should have 
a day without power for those firms which cannot transfer one 
third of their load to night work. It may be possible to com- 
promise a little longer on the deployment of labour, but there 
will be no compromise with a power shortage early in the winter 
when domestic loads and industrial space-heating will become an 
increasing burden on electricity supplies. 


t * * 


India’s Sterling Balances 


An interim financial agreement was signed this week between 
the British Government and the Government of India which 
defines the treatment of India’s sterling balances until the end 
of this year. These are taken at the figure of £1,160 million, 
which represents the sterling assets of the Reserve Bank of India. 
There are in addition private balances, estimated at about £30 
million, for which no provision is made in the agreement. The 
atrangements ensur2 effective control over the greater part of 
these large sterling assets. The mechanism that is being applied 
is the now familiar pattern of No. 1 and No. 2 accounts, The 
resources which are immobilised are placed in the No. 2 
account, from which agreed releases are credited to the No. 1 
account, which is also fed by India’s current sterling earnings. 
The sterling in this No. 1 account is freely expendable in any 
currency area. The releases out of India’s accumulated balances 
amount to £35 million to cover the period up to the end of the 
year, together with £30 million to serve as a working balance. 
In addition, there are minor releases, such, for example, as that to 
meet pensions paid outside India by the Government of India or 
any provincial authorities. The agreement provides that such 
capital transactions as sales of assets in India by persons in the UK 
will be paid for out of the Indian balances in the No. 2 account. 
India remains a member of the sterling area. 

The releases appear magnanimous. They certainly represent 
a heavy burden on the British economy, especially as an appre- 
ciable part of the £35 million current release—perhaps one-half 
of the total—will ultimately find its way into dollar expenditure. 
Harsher treatment of India would seem required by the ex- 
temity in which Britain now finds herself. But “extremity ” is 
a relative term. Large areas in India are on the verge of real 
famine (not what passes for under-nourishment in Britain), and 
the Indian Government can plead that the dollars she earned 
during the war have been dissipated in keeping British stomachs 
full, and that a small part of the unspent balance should now be 
made available to avert starvation in India. The situation 
ctystallises all the conflicting views and arguments that bear on 

¢ vexed question of accumulated sterling balances. Impressive 
briefs can be advanced on both sides—but no brief will with- 
Stand the impact of harsh and: inescapable economic realities, 
such as the imminent exhaustion of the dollar resources with 
which the threat of famine in India is now being held off. 

The negotiations with the Indian representatives have been 
conducted in a thoroughly satisfactory and constructive spirit. 

ndia is clearly doing the utmost by import and exchange control 
to reach equilibrium in her balance of payments. arrange- 
Tents have been made with the Government of. India, but are 
being taken over by the two separate dominions. To have 
achieved this unitary, albei: interim, solution of the problem. of 


The Coal Programme 


A final decision has still to be taken whether the miners 
are to work an extra half-hour each day or on alternative Satur- 
days. A hitch has occurred in the negotiations between the 
National Coal Board and the Executive Committee of the National 
Union of Mineworkers on the merits of Saturday working. 
Against the probability of a higher output from a Saturday shift 
it is argued that there is a danger of increased absenteeism and 
the Coal Board evidently feel that with the miners already at 
the pit and on the surface the chances of increased output from 
an extra half hour’s work are better than the chances of sufficient 
men turning up, at overtime rates, for Saturday work. Both 
sides have agreed to resume discussions on Wednesday next 
week. Time is running short, and unless an agreed scheme can 
be worked out then it will be too late to place it before the miners’ 
delegate conference at the end of the week as a preparatory 
measure to introducing longer hours on September Ist. 

It is not surprising, in view of the uncertainty of securing an 
increased output of deep-mined coal that the Government has 
decided to extend the opencast coal mining programme from the 
end of 1949 until 1951. Even then, it will not be possible to 
shut down opencast working suddenly, and operations will be 
gradually decelerated over the following few years. Only on such 
terms could contractors possibly extend their commitments. The 
Government considers that by extending the programme by 
two years, contractors will be able to plan extended operations so 
that output can be raised from the present weekly output of 
210,000 tons to 250,000 tons weekly, taking full advantage of new 
excavating machinery now on order—of which $20° million has 
been ordered by the Government from the United States. 

Given time, the new target ought to be achieved. Available 
capacity is expected to increase by So per cent in the next two 
years and output per wage-earner is high—about four times that 
in the deep mines. On the other hand, an extension of capacity 
may not lead to a proportionate increase in output since the 
easier sites are rightly being worked first. Every possible tan 
of coal must be raised to keep industry going during the next 
few years, even without undue regard for costs, but it is un- 
fortunate that the opencast programme cannot make its maxi- 
mum contribution when it will most be needed—that is, over the 
critical period January to March, 1948, when many opencast 
sites may be flooded or unworkable. The benefit of the 
$20 million worth of new equipment seems unlikely to be felt 
much before the end of next year, and the whole programme 
will be working up to a crescendo when—it is profoundly to be 
hoped—deep-mined coal output ought to be showing the first 
benefits of improved methods and increased mechanisation. 

These marginal, surface supplies will probably leave behind 
them a monument of their cost to the community. Some 32,000 
acres of land have been requisitioned and though as much as 
£15 an acre is to be spent on restoring their fertility, in some 
districts an ugly scar of clay sub-soil will remain to disfigure 
the surface while the once fertile overburden lies buried well 
beyond the reach of fertilisers. 


* * * 


Britain’s Gold Reserve 


Two figures of the British gold reserve were announced last 
week, One appears in the latest Digest of Statistics and shows 
that on March 31st the gold and US dollar reserves amounted to 
£582 million. This compares with a figure of £642 million for the 
end of 1946. In the course of his speech last week the Prime 
Minister announced that the present gold and dollar reserve 
amounted to nearly £600 million sterling. The substantial drop 
of £60 million over the first quarter of the year is almost 
wholly explained by the payment of the British gold subscription 
to the International Monetary Fund and the International Bank. 
These two items alone amounted to £57,650,000. This gold has 
not left London, but it is earmarked for the two international 
institutions and cannot, therefore, be included in the British 
reserve—though in a very definite sense it is still part of Britain’s 
external assets. 

In the course of his speech the Chancellor went out of his way 
to deny. suggestions that the accelerated rate of drawing on the 
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US line of credit might be linked with atrempts to build up the 
gold reserve. Such, he said; had not been the case, adding that 
the figure of the reserve at about £600 million “has stood 
substantially stable with only minor fluctuations for a little over 
12 months.” ‘The Chancellor added: “These reserves are not 
the reserves only of the United Kingdom, ‘but are the reserves of 
the whole sterling area including our friends of the sterling 


dominions.” 
* * * 


The Fund and the Crisis 


The first hint of a serious item in the agenda for the second 
annual meeting of Governors of the Fund and Bank in London 
next month was thrown out by the Chancellor of the Exchequer 
in his speech during the State of the Nation debate last week. 
Among the various lines of defence that would remain to Britain 
after the exhaustion of the dollar credits, Mr Dalton listed the 
possibility of drawing on the International Monetary Fund. But 
he mentioned this item only to reject it almost out of hand, The 
Fund, he argued was never intended to make long term loans or 
to correct anything so fundamental as the dollar famine from 
which the world is now suffering. Britain’s right of access to. the 
Fund is limited to the equivalent of £80 million a year for four 
years, but such recourse would be expensive, as the rate of interest 
rises as the period of the advance extends. 

For the time being, therefore, the Chancellor stated that he had 
thought it right to abstain from applying to the Fund and to hold 
the facilities available at that institution in reserve. But he added 
that he intended “to take up with the other national representa- 
tives on the governing body of the International Monetary Fund 
next month . . . the question of whether we should not extend 
and modify, so far as the constitution permits, the purposes for 
which the Fund may be used.” A debate on this subject is 
certainly overdue. It is true that the Fund was never conceived 
to meet a situation such as exists today. But had that situation 
been foreseen by the optimists who gathered at Bretton Woods 
it is reasonable to assume that some provision would have been 
made—whether by tightening up the scarce currency provisions, 
or by some altogether new articles—to meet it. 

To see the IMF—the chosen instrument for “ promoting ex- 
change stability "—playing an almost entirely passive role in the 
international exchange crisis that is now engulfing the world is 
hardly conducive to creating the necessary goodwill and con- 
fidence which the new institution will need if it is to satisfy the 
great purposes for which it was founded—and for which, after 
all, such heavy hard currency expenditure has been incurred. 


* * * 


Report on Lace 


The Lace Working Party, whose report has been published 
this week, have investigated an almost undocumented industry 
and have preduced a detailed and meticulous account of all its 
aspects. Quite obviously the Working Party have asked the right 
questions and if some of them have not been completely answered, 
that is no fault of theirs. The lace industry, though small, is ex- 
ceedingly diverse, and correspondingly difficult to describe—~and 
to prescribe for. It consists of at Jeast six different sections ; 
each employs at the most a few thousand workers and each has 
its own problems. It is hardly surprising, therefore, that the 
Working Party’s 67 recommendations do not constitute a com- 
prehensive scheme for the post-war development of the industry. 

A summary of the recommendations and a selection of the 
statistics in the report will be found in this week’s issue of the 
Records and Stattstics supplement. The “standard” working 
party recommendation for a development council with a tripartite 
constitution (which has now been written into the Industrial 
Organisation Bill) is missing from the report. The several 
branches of the lace industry are too specialised for such a general 
supervisory body. Instead, the report recommends that a review 
of the industry’s progress in five years’ time should be undertaken 
by a body similar in composition to the working party. They 
consider that a compulsory levy should be raised, partly on each 
of the sections and partly on the industry 2s a whole, to finance a 
co-operative market research, to establish a Design and Fashion 
Centre and for scientific and technical research. ‘The labour 
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Net section, but similar arrangements for other sections ¢ 
to be encouraged. ore ; 
Recommendations fer improving production’ fall under tq, 
headings. First, the working party have been impressed’ by th: 
small extent of investment in new machinery since the "ter 
Owing to the limited technical development of lace machin 
over the last 25 years there is no call for an immediate 
large-scale re-equipment. Bur greater attention to the in 
ance of lace machines and to the installation of ‘ 
auxiliary machinery is necessary. A list of the 4 ; 
machinery requirements should be drawn up and machina 
builders should reserve sufficient capacity to meet these ‘réauis 
ments before catering for export markets. Second, r 
tions have been made to stimulate output. The suggestions ’hep 
include the setting-up of spinning mills in development ‘ateas 
where labour may be obtainable, to provide cotton yarn, the ing 
nent shortage of which the working party views with great disgui 
and the adoption of the Scottish method of labour deploymen 
throughout the Lace Furnishings section. This method, which his 
already been accepted in principle by both sides, has given the 
Scottish lace industry a notably higher output per head than the 
Midlands industry. aia 
* * 


The Problem of Productivity ik 


The lace industry is small, and by many standards some 
its sections are backward. Employment in 1935 was 17,600 It 
fell to 14,310 im 1939, and was as low as 6,630 in 1945 following 
the wartime concentration scheme. Falling employment ha 
brought with it an ageing labour force and, in the Midlands « 
least, acute competition for labour from other industries, Firms 
are small, often employing two or thre; machines and only a 
score or so of workers. But the working party have not discovered 
any conclusive evidence that the larger firms are more efficien 
than the smaller ones. They have been able to show, however, 
that in the Scottish Lace Furnishings section, with its bette 
arrangement of the labour force and its more forward d 
renewal and replacement of machinery, Scottish lace wocheniine 
achieved an output 20 to 25 per cent higher than Nottingham 
workers. Such disparities illustrate the scope which may be found 
in other sections of the industry for increasing output by th 
better use of labour, by investing in up-to-date ancillary 
ment—and perhaps «ven by re-grouping mills both hori 
and vertically, which might stir up the managements, eliminat 
redundant capacity and strengthen their financial resources. Th 
report, however, has little to say on ‘such sterner measures, 

The Working Party estimate, very tentatively, that im te 
temporary absence of Germany from world markets, an imerea® 
of 10 to 40 per cent in the volume of exports compared with 
1938 may be expected in the next five years, and thereafter a 
increase of 10 to 20 per cent. Allowing for a 20 per cent increas 
in the home trade, total demand may be between 15 and 30 pet 
cent higher than the average volume of 1933-38 in the short period 
and 1§ to 20 per cent in the longer run. These estimates ar 
obviously wide, but the trend of future exports is i 
difficult to infer from pre-war data because France, the mai 
competitor in world markets, was able before the war to gain? 
temporary advantage whenever the franc was devalued, while post 
war trends have to be based on the assumption, precarious though 
it may be, that there will be some degree of exchange stabiliy 
over the next few years. 

Over the whole industry the report estimates that no mot 
than 75 per cent of the average labour force of 1936-38 will & 
available to meet this potential increase in demand. To clot 
the gap, an increase in productivity. per worker of about 30 Pf 
cent will be necessary, which must mean about 50 per cent 0 
many firms—a phenomenal target. In Scotland the industry 8 
comparatively well placed for its labour supply, but in ‘the 
Midlands, where the higher productivity is urgently required, 
labour can only be won in competition with the engineering 
industry and the undermanned hosiery and boot and shoe indus 
tries. It is difficult to see how the labour force can be restored 
and a large increase in productivity achieved without a radical 
change in the industry’s traditional methods, and:solutions which 
involve a profound overhaul of long-established production 
arrangements are sometimes even more difficult than those which 
involve the introduction of new. technique, 

* * * 
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‘Surely never ‘before was these a Chancellor with such 4 
capacity as Mr Dalton for mi8taking honest criticism and objective 
analysis for obstinate and doctrinair: opposition. 
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ge declares, “ will have their gloom. They live on it”—gloom 
which foresaw, many months ago, the troubles which now beset 
poth Government and people. Mr Dalton, happy man, dwells 
in that same gloom but does not perceive it: Nowadays, the 
much-abused financial scribes are less fortunate, for their con- 
stitutions support neither songsters in the heart, nor the habits of 
the ostrich. But even they sometimes catch a glimpse of summer 
sunshine—why does it always shine brightest in years of crisis? 
A fortnight ago, amid its encircling gloom, The Economist so far 

itself as to find one shaft of light—in the figurative surpluses 
of the Exchequer Return—and the Chancellor’s fledgling swooped 
joyously to greet it, Tt is a shame to spoil such an idyll. But 
the truth is that the little bird must still look elsewhere for its 
mate. Even that bright shaft pointed back towards gloom, for 
surpluses are more deceptive even than the sunshine amid© Mr 
Morrison’s “summer showers ”—thus he described the dollar 
crisis only four weeks ago. 

It is hardly necessary any longer to explain that fully nine-tenths 
of Mr Dalton’s vaunted surplus is either derived from purely 
inconsequential internal accounting or, if nor strictly internal, 1s 
none the less devoid of anti-inflationary significance. The Chan- 
cellor himself now always describes his surpluses both in their 
nominal and their adjusted form. ‘His own adjustment last week 
reduced the “record” figure (for the first four: months of the 
financial year) from £266 million to {£21 million—before taking 
account of the large outgoings “ below-the-line.” And even The 
Economist’s fleeting songster pointed out that the surpluses were 
making no impression upon the Treasury’s effective borrowings on 
floating debt. The disparity between the ostensible receipts and 
genuine repayment of debt is, inde:d, quite remarkable. In the 
financial year to date the total floating debt has been nominally 
reduced by no less than £598 million, but the reduction in the 
outstanding totals of tender Treasury bills and Treasury deposit 
receipts—which measure the really significant portion of the debt, 
the portion which is financed mainly (but not exclusively) through 
the banking system—has amounted to a mere £61 million. Yet 
in the same period, assuming the dollars to have been wholly 
spent, the Exchequer secured (in addition to its revenue surplus, 
if any) no less than £437 million of below-line receipts in sterling 
through drafts on the dollar credits—excluding the draft of £374 
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million announced this week. Given these inexplicable discre- 
pancieés, it is small wonder that no headway is being made in the 
reduction of the huge total of bank deposits. ; 

Just to make sure that the circle of gloom is really complete, 
let it be said that this is not the full song of the siren surpluses, or 
even its most significant part. Suppose it could be argued that, 
after all adjustments, there was @ genuine surplus in the sense 
of an excess of moneys extracted from the pockets of the people 
over the expenditure of moneys which are likely to be spent by 
their recipients. Even then it Would unhappily be true that a 
part—admittedly an imponderable part—of the relative buoyancy 
of Exchequer receipts would reflect simply the inflationary course 
of the whole national economy in..these. past twelve months or 
so—inciuding.. the inflationary. profits derived from..the stock 
market boom engineered by a Socialist Chancellor who even now 
strives to contend that domestic financial policy has no-relation- 
ship. to the country’s external. plight.. There is.a lot to be said 
for gloom. We shall evidently need more of it before we encircle 
this songster’s world of make-believe. 


* * * 


World Bank Loans 


Two more loans have been announced by the International 
Bank for Reconstruction and Development in the past few days. 
The first is a loan of $195 million to the Netherlands and the 
second a loan of $50 million to Denmark. The Dutch loan falls 
considerably short of the $535 million which was’ applied for, 
but as in the case of the recent French loan, which was cut to 
50 per cent of the amount applied for, the way has been left 
open for further instalments later this year and in 1948. The 
terms on which the loan is being granted correspond closely to 
those on which the French loan was made. 

In the case of the Danish loan, the rate of interest will be 
4+ per cent, including 1 per cent commission, which is to be 
devoted to a guarantee fund, and the capital will be repayable 
over a period of 33 years after an initial five years during 
which no amortisation will be made. The Danish loam is ear- 
marked for the purchase of agricultural and industrial raw 
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materials, fuel, feeding stuffs.and ships. The next important 
operation of the Bank will probably -be the second instalment of 
the French loan, namely another $250 million,’ the proceeds of 
which have largely been earmarked for purchases of US coal. In 
fact, it might be said that the proceeds have already been spent 
by dipping into the French gold reserve far more deeply than 
would have been done had there not been some assurance that 
the draft would be in part reconstituted out of borrowing. 


e * * 


Cable and Wireless 


Attention has naturally centred on the financial features of 
the first report submitted by the Government—appointed board of 
Cable and Wireless (which is examined in detail in this week’s 
Records and Statistics supplement), but an equally significant 
factor from the compensation aspect is the stress laid on restora- 
tion and development of cables in the group’s communication 
system. In addition to reopening the Java service, restoring the 
direct routes from India to the Far East, and the cable chains 
from Singapore to Hongkong and. London-Rio de Janeiro-Buenos 
Aires, much work has been done on further restoration and 
modernisation. Nine ships are already engaged on this work, 
two more are to join the fleet and another is under construction. 
‘The application of multi-channel cable technique and the design 
of equipment to facilitate inter-linking of cable and wireless circuits 
is —“<y developed “as an essential feature of the system as a 
whole.” 

The importance to shareholders in the company of this emphasis 
on cable development (not, of course, to the exclusion of wireless 
development) lies in the fact that a large proportion—about four- 
fiftths—of the book value of the physical assets is represented by 
the cables system. The gross figure, in fact, amounts to £25.7 
million, based on the 1928 valuation, and this includes certain 
cables (e.g. the West Indies route) which have been abandoned. 
Against this must be set specific reserves of about £4,000,000 for 
renewal of cable assets. In weighing up compensation possibilities 
the position is, broadly, that the £30 million capital of the company 
is represented by a net worth (after deducting specific reserves) 
of £35,875,431, of which £13,436,951, say 9s. per £1 share, is 
represented by net current assets, To assess the net worth at no 
more than 20s. per share would, therefore, amount ‘to taking the 
CC?@paunication assets, having a gross book "value ot _£27.6 million, 
at only £16.5 million. 

Although the Tribunal has to address itself to assessing “net 
maintainable revenue” it is interesting to mote that analysis. on 
these lines supports the view generally held, on the basis of the 
1946 earnings, that the arbitration award might exceed par, 
the other hand, hopes should not be pitched too high, because 
though §4 per cent was paid for 1946 Re operation of the 4 per 
cent standard dividend provisions naturally tends to pull excess 
earnings back to the level necessary to sustain the standard fate. 
In gross terms the 4 per cent rate would take only £1,200,000, 
against earnings before tax of £3,448,887 last year. The increase 
in receipts from messages and. wayleaves of almost 10 per cent 
in 1946 compared with the previous year is another useful factor. 


* * * 


Compensation Possibilities 


Assuming that the anticipation of something above par for 
the shares of the operating company is, on such grounds, reason- 
able, the shareholders—that is to say, principally, Eastern’ Tele- 
graph and Cable and Wireless (Holding)—will between them hold 
upwards of £27.4 million of compensation stock a other | ~~ 
assets, after deducting outside liabilities and outside 
of some £15 million, mostly represented by pencil investitaents 
and Other liquid items. E therefore, whatever the argu- 
mentsmay be against winding up the group, difficulty of liquidating 
the assets is assuredly not among them, for a more straightforward 
proposition for a liquidator could mere be imagined. 

It is difficult to see how the Eastern Telegraph and the Asso- 
ciated Telegraph companies can carry on under their tightly drawn 
memoranda there is noth'ng they can do outside the telegraph. 
business, and from this they are, for practical purposes, ed 
by the-1928 agreement with the opera company. Acting in a 
purely fiduciary capacity, as trustee a fee ble and Wireless, with 
the object of avoiding the possibility of prejudicing some of: the 
foreign concessions is not regarded as being sufficient to give the 
company a legal basis for existence, once the ste re a 
been settled. Winding up, or schemes of arrangement which 
leave the telegraph companies in a while distributing. he bolk 
of their assets, looks probable in the circumstances, The judgment 
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on the abortive wIDREP petition’ strongly implied such, Drs 


outcome. 
In that event the question arises how far the equitable i incre, 


of the holding company (which holds virtually all the 


Telegrapa ordinary capital) would be diluted by the assumed a 


of the preference capital to participate part passu on a wi 

up. Enquirers at the company’s office have been warned. ; 
according to legal advice, the company would be within its aie 
in distributing its surplus to the Ordinary shareholders prior to 
liquidation, Other interested parties have found that leading 
opinion is not unanimous, and as no one would wiilingly embark 
on litigation it is thought in market circles that a compromise solu. 
tion is likely. At its maximum, the holding company wouid: lose 
about £2,000,000 to the Eastern Telegraph Preference share- 
holders. 

The position of the holding company is also’ under active con~ 
sideration. Here also the big battalions are massing. This com- 
pany’s memorandum is drawn much more widely than that of 
Eastern Telegraph, and the chances of a successful petition for a 
compulsory winding-up order are not rated very highly. 
ever, nearly £17 million of 5} per cent Preference capital would 
be an embarrassing burden whatever the future structure of the 
concern. The Ordinary shareholders are also in a strong nego- 
tiating position because of the distribution of voting rights, A. 
scheme of arrangement embodying a reduction of the amount and 
dividend rate on the preference capital, sweetened by an allocation 
to holders of a share in the equity, and combined with a sub 
stantial capital return to the Ordinary stockholders is said to have 
been informally discussed: but further moves must permit no 
award. 


* * * 


Role of the FCI 


Even the untutored in astrology needed but one glance at 
the constellation beneath which the Finance Corporation of 
Industry came to birth to know that the company was destined. 
to face delicate questions in its relationships both with the 
Government and with the City. So it has proved. It has been 
accused—on a superficial view, not without some justification— 
of competing for business with existing financial institutions 
instead of confining itself to the role of financier of Jast resort 
the provider of facilities which others would not or could not 
furnish. On the other hand, precisely because this was its 
appointed role, many have supposed that its duty was to provide 
finance for propositions which could be justified only by extra 
commercial considerations, and that by acting thus ir would 
become a channel for Government subsidisation in the field of 
finance. 

At the second annual meeting last Wednesday the new chair- 
man, Lord Bruce, had something to say on both these issues. 
Obviously, to refer to specific cases would have been both invidious 
and unprofessional, so that it was not to be expected that Lord 
Bruce would drive his points home by particular illustration. 
But it is good to have his assurance that neither of these common 
assumptions is justified. On the first point, the “ impression that 
the Corporation was competitive with e¢ sources for the 
provision of capital... is completely lea ... Our 
mandate is quite clear in this respect and is carefully observed.” 
It is worth noting, however, that the fact that in some cases the 
Corporation has told applicants that they will surely be able to 
find finance elsewhere, and has been right in its judgment, is not 
in itself a complete rebuttable of the charge of ccmpetitive 
activity ; for it is in the business of issuing, which may arise as 
a sequel to finance provided 
Corporation,. that the danger of overlap with traditi 
mechanisms is greatest. It is ere that the fine boundary-lines 
will have to be most delicately drawn, 

emphatically denied that 


On_ the ssecond" point, pee ee ~— 
the Corporation was a institution”. with “an 


ebligation to finance projects Rrecpectiie of the ultimate financial 
result.” Obviously, it, isintended to work on commescial lines, 
but, as*Lord Bruce pointed out, it “was not formed to make 
extravagant profits.” That ought to mean, however—though the 
chairman didnot expressly say.so—that if it secures sufficient 
business to enable it to build up adequate initial reserves, the 


high gearing of its capitalisation, combined with the low rates at 
which it can borrow should enable it ee to. 
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however, even Lord Bruce is undecided whether the FCI - 
can find a permanent place in the machinery. of the City, . In 
the meantime, it finds its justification—and it is a sufficient one— 
in the financing and fimancial sponsorship*of the massive pro- 
gamme for the Welsh tinpiate industry, quite apart. from .the 
other unspectaculaz and anonymous transactions in which it is 
. As for the unfortunate case in which it ‘was obliged 

to appoint a receiver because a borrower suffered from the can- 
cellation of a Government contract, it is much to be hoped that, 
if the issue is settled by an ex gratia payment by the Govern- 
ment, it will be made quite plain that the Corporation is being 
treated simply as any other bona fide lender might be if its case 
in equity was sound. Unless precautions are taken to disclose all 
the facts, a settlement on these lines might simply foster the false 


impression that the Corporation is a vehicle of Government 
policy and subvention. 


x * * 


War Damage Value Payments 


Owners of war-damaged properties which rank for “ value” 
payments as distinct from “ cost-of-works” payments have long 
been restive at the delays in the settlements of their claims. No 
blame for that attaches to the War Damage Commission, for the 
release of these monies, like the payment for damaged chattels, 
was deliberately deferred by the Government with the object of 
mitigating inflationary pressures. The Commission, for its part, 
has been striving to ensure that all formalities would be completed 
so that it would be able to pay out rapidly as soon as the Chancellor 
sounded the all clear. This he has now done, and the opening 
date for payments under Part I of the War Damage Act has been 
fixed for November roth next, 

Yet, owing simply to the dilatoriness of property-owners, a 
substantial proportion of the claims will not now rank for payment 
in the first batch. The cases in suspense are those in which the 
properties are subject to more than one proprietary interest. 
Despite repeated requesis, in only one-fifth of such cases have the 
several owners agreed upon and notified the Commission of their 
respective shares, yet without such notification no further action 
upon the cases can be taken. This hold-up is the more regrettable 
because the Commission, to accelerate the handling of the whole 
bulk of claims, has arranged for the computations and accounting 
to be undertaken under contract by special machine methods. The 
contractors will be able to deal, for payment in the first batch, 
with most of the single-owner cases, and, if the volume of com- 
pleted cases justifies it, the Commission is prepared to arrange 
a second bulk payment in mid-December. To rank for that pay- 
ment, owners who have not yet properly documented their claims 
will need to do so by October 1st at latest (they have already 
missed their chance of the first payment). If they delay beyond 
that date, when machine methods wili no longer be available, the 
time-lag after submission of details will be at least eight weeks. 
The penalty in such a case will be well-deserved, for it really is 
deplorable that, in these days..of. outcry against. the.size.of the 
Government service, public money should be wasted by the 
negligence of property-owners in safeguarding their own interests. 


x * * 
Railway Safety and Efficiency 


A run of exceptional accidents. early last year promoted wide- 
spread questioning about the safety and efficiency of the British 
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Trailway..system after its exhausting, wartime efforts... Sir Alan. 
Mount’s report .on railway accidents, in. 1946 shows that. these 
accidents could not be ascribed to any general and remediable 
cause, but there followed later in the year a number of derailments 
which showed only too. clearly that arrears of permanent way 
maintenance had become so serious that speed restrictions over 
many sections of track had become necessary in the interests of 
safety. Similar deficiencies of track maintenance were revealed 
last month at the enquiry into the Grendon derailment on the 
L.M.S. Trent Valley line. Last wirger’s severe weather and 
shortages of all kinds of track materials and equipment have 
increased the time lag in overtaking these arrears,of maintenance 
—which required at the end of last year 400,000 tons of rails 
and 10 million sleepers, Railway operating standards have been 
seriously run down, speed restrictions have been widely applied 
and the increased occupancy of the track has reduced its operating 
capacity. 

It seems highly probable that in the revised capital investment 
programme to which Mr Attlee and.Mr Dalton réferred without 
detailed explanation last week, the tailway system will be 4 
residuary claimant for thé materials it needs. If top priority for 
materials is to be restricted to cases where immediate Outpur can 
be obtained for export the railway service will stand very low in 
the queue, and will forced to continue its policy of make do and 
meng to keep services going, leaving the arrears to rile up. 
Mr. Morrison recently uttered a warning about the shortage of 
goods wagons and the probable delays to the movement of coal 
and other essential supplies during the coming winter unless 
more wagons were manufactured and repaired and their rate of 
turn-round improved. But even if some increase in the total 
cafrying capacity of goods wagons is realised, its more efficient 
and speedy handling will depend on a great improvement in the 
state of tracks and locomotive power, and this cannot be achieved | 
for many years to come. 

Travel on British railways is still among the safest in the world, 
for even last year’s increased fatalities among passengers amounted 
to only 1 in nearly 1 billion miles of travel, But safety is being 
achieved at the expense of speed and comfort. Last year 34 
passengers were killed in train accidents and 61 seriously injured, 
a higher number than the average of the six war and black-out 
years 1940-45, when 30 passengers were killed and 42 seriously 
injured annually. The total number of deaths to passengers, 
railway servants and other persons last year was 466, compared 
with 355 for the average of the years 1930-34. Of last year’s total 
no fewer than 151 fatalities occurred to railwav servants working, 
walking or standing on the permanent way. There was consider- 
able turnover of permanent-way staff last year—the Essential 
Work Order was withdrawn from railway undertakings last 
summer—but inexperience is not the only cause, for a number of 
casualties occurred among men of long experience. ' 


* * * 


Competition in Radio 


The application of electronics to industry made rapid pro- 
gress during the war, particularly in the field of radio and tele- 
vision, In that expansion, the British radio industry and the 
various British official and academic research institutions played 
an important part, which will be in evidence at the radio ex- 
hibition at Olympic in October. The exhibition should be a 
timely display for foreign buyers, for the radio industry has ex- 
panded considerably over the last eight years—the value of its 
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exports increased from £1,800,000 in 1938 to £7,400,000 in 1946— 
and much has been expected from its contribution to the export 
drive. 

But the opportunity is fleeting. As the accom ing table 
shows, the United States radio industry’s exports have also ex- 
panded during the war and during the first four months of 1947 
they have increased at a phenomenal pace. Between January 
and April, exports of radio equipment totalled $31.2 million, or 
say £7,800,000, compared with British erports totalling £2,200,000. 
By far the largest increase in American exports has been to South 
American republics—from $7,800,000 to $23,600,000 between 
1939 and 1946, Britain’s exports are about evenly divided between 
the Empire and foreign countries. Evidence is accumulating that 
many countries are now classing radio equipment for domestic 
uses as a luxury and are cutting down import licences to conserve 
their dollar resources—a development of small comfort to the 
British export trade, since convertible sterling now also ranks 
as a scarce currency. 

In these circumstances, the British industry will have to display 
every advantage of price and technical excellence to win and hold 
its export markets. This point gives topicality to the recent 
report on British radio research by a committee of the Institution 
of Electrical Engineers. The report covers radio research in its 
widest sense, including fundamental research, and the application 
of research to the entire field of electronics and telecommunications 
equipment. The committee propose that radio research should be 
strengthened by three measures: first, by putting more money 
and equipment at the disposal of academic fadio research ; second, 
by increasing the inducements to research workers and laboratory 
mechanics to specialise in radio ; and third, by closer co-operation 
between research at the universities, in Government departments 
and in industry, 


British AND Unitep States Rapio Exports. 
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The manufacture of radio. equipment makes comparatively 
small demands. upon materials and. manufacturing labour, but 
it is crucially dependent on a highly skilled cadre of technicians 
and workers, These are conditions in which British competitive 
power ought to be seem to best advantage. In many fields of 
radio manufacture, especially in the field of navigational aids and 
television, Britain has been pre-eminent ; but :the, technical fight 
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is becoming tougher and the hope of a geometric increase jg 
British radio exports is rapidly fading. ie 
* * * a 


Larger American Cotton Crop 


Last week the United States. Department of . 
announced an estimated cotton crop for this year of 11,844,099. 
bales. Spot cotton promptly fell in New York from 36.19 cents. 
to. 34.45 cents a lb... This estimate compares with a crop:of 
8, bales last year and about 9 million bales in 1945, and jg” 
r about the average of the war years’ crops. The incréased 
crop was bound to cause an automatic reaction in the market, 
which is not a little nervous about the ability of the world’s; 
textile industries to absorb larger quantities of American cotton” 
when dollars are rapidly running out. The Deep. South, as welf- 
as Europe, has a direct interest in the success of the Marshall 
offer. . 

Taking the world cotton situation as a whole, there is little 
reason to anticipate a sudden.break im ‘cotton prices. D 
1945-46 world cotton consumption amounted to 24 million bales, 
some 3,000,000 bales in excess of production and world 
on July 31, 1946, totalled 23.7 million bales—only slightly 
than the pre-war stock of 22 million bales, Since last year, wo 
cotton textile production has made further strides in the United. 
States, India, in neutral countries which stimulated cotton textile. 
production ditring the war because they were unable to impor. 
from long-established sources of supply, but also in ¢x-occupied 
countries in Europe. An increasing. world. output must : 
drawn further on stocks, for Jast year’s American crop of 
8,600,000 bales was the lowest for many years. and reduced. crops. 
were taken in Argentina, Brazil, Egypt and India, se 

But should a.recovery in crop yields be forthcoming this year 
from South America and the East, there will be a stzong likelihood. 
that countsies short of dollars will try to obtain cotton from those. 
sources taking American cotton only when other sources of supply. 
have been exhausted. There are, of course, obvious limitations.to 
this policy, within the post-was framework of non-discriminatory. 
trade, and the. savings in dollars are not likely to be large. But. 
a gradual switch-over from American to Brazilian, cotton has been. 
noticeable for some time, for instance, in the case of this country 
where Brazilian cotton had taken the place of American cottéa’ 
as the main constituent in stocks by the end of June, 1946. 
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* * * 


Sugar Prospects 


In the present world food shortage, it is encouraging to dis-: 
cover at least one commodity where output is expanding to meet 
demand. The world production. of sugar is expected to cover 
consumption requirements; next season, although the potential: 
consumption of. countries hitherto self-sufficient and also of im- 
porting countries will not, of course, be met for some time, The 
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Redemption yields on stocks optionally or finally redeemable within the next five years 
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pears weekly in the Records and Statistics Supplement. Notes on the following company 
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following summary of sugar production and consumption has been 

issued by C. Czarnikov Ltd. 

Wor_Lp SuGar Suppiies 
(000 tons raw value)» 
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| 1937-38 1946-47 1947-48 lpotential 
j aerneerene eanoctnarananapect srewesisiqnes — we : - — yew t= Con- 
Con- Pe. | Cor Con- | sump 
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ghee cae, ee ee 7 [ mere ee ane 
ing countries ... | 14,337 3,570 430 4,163 | 13,348 4,179 4,501 
BPnffivent countries. | 9959 | 9,480 aS 7,987 | 8.26.) +8690 | 11,227 
porting countries ... 4,792 | 15,247 4,581 | 12,679 4,857 | 13,585 | 17,233 
SRE Ie 29,088 | 28,297 | 25,894 


24,829 26,486 | 26,354 | 32,961 

There is, of course, some cverlap between the seasons ; in par- 
ticular the apparent million-ton gap production and 
consumption in 1946-47 does not denote a surplus, as some part 
of this quantity will not enter into consumption until the follow- 
ing season. World consumption is still at a low level owing to 
rationing in many importing countries ; this is partially due to the 
inadequate world supplies, although more generally the lack of 
foreign exchange, and particularly of dollars, has forced many 
countries to limit their requirements to the level of their indigenous 
production. Exporting countries have increased their sugar con- 
sumption to 600,000 tons above the pre-war average while Mexico 
and Argentina, which were formerly self-sufficient, have also ex- 
panded their requirements. ‘Taking these factors into considera- 
tion, it has been estimated that consumption in rationed countries 
has been reduced by 5,000,000 tons, including 3,500,000 tons for 
Europe and 1,000,000 tons for Japan. The potential consumption 
of 33 million tons of sugar makes allowance for the increase in 
world population since 1937 and for expanding consumption per 
head 


To satisfy these requirements, world production must increase 
and consuming countries must also have access to sufficient foreign 
exchange. Cuba was the chief cane producer in 1946-47 with 
5,300,000 tons, India second with 3,300,000 tons, followed by the 
United States (2,200,000 tons) and Brazil (1,200,000 tons), out of 
a total world cane crop of 17.2 million tons. Supplies from Java 
and Formosa are on a very restricted scale compared with pre-war 
and the present troubles in Indonesia make it doubtful if the 
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200,000-ton stock said to be available there, will in fact be 
disposable. ' 

The United Kingdom’s sugar allocation for 1947 totalled 
2,273,000 tons, of which 1,432,000 toms were.allotted from Cuba, 
$t. Domingo and Haiti an@ the femainitig 841,000 tons from the 
British West Indies and domestic production. Recently, the 
Ministry of Food has purchased 230,000 tons.of the Cuban 1948 
crop for delivery in the early months Of next year, as well as the 
1947-48 Haitian end St. Domingo crops, although 50,000 tons | 
of the latter are reserved for “ free” exports. The price in each 
case is given as 27s. rod. per cwt. f.o.b. But for the stringent 
dollar position of the United Kingdom, there would be reason to 
expect a further increase in the domestic sugar ration during the 
coming year. In present circumstances, however, this must await 
an expansion in available supplies from “ softer ” currency areas. 


Shorter Notes 


Those who wonder what the export targets mean and how they 
are to be achieved will study with no little interest Sir Stafford 
Cripps’s explanation in the course’ of his speech in the economic 
debate last Thursday. 

Let me deal with .exports, assuming for a moment that we 
can get the necessary production. e right hon. gentleman 
said that, taking our figure of 140 per cent., it will mean, including 
coal, 200 per cent. Figures that have so far been published are 
over-all over 1938. When we reach a figure of 110 per cent it 
means over all, including the fact that we used to export coal, but 
do not do so now. Say it is a figure of 140 per cent, then we 
must not multiply that figure up and say it ought to be 200 per 
cent or we shail get out of relation with the statistical figures 
which there are. What we are aiming at is 140 per cent. 

The new economic metaphysics of targets and forecasts are 
becoming very difficult for ordinary comprehension. 
* 


An application by all companies takers over under the Argentine 
rail purchase to sanction the scheme of arrangement to com- 
pensate the holders of the 56 classes of debentures, notes and 
shares will be heard in the Vacation Court on August 21st. Com- 
pensation funds will be available 30 days after the sanctioning 
of the scheme, to which only one shareholder has apparently 
entered an objection. 
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Head Office 
31/32 King Street, Cheapside, London, E.C.2 
Telephone: ‘MONarch 7611 
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Just as the old-time sailor knew the sheets and halyards 
of his ship, so the Trustee Department of the ‘General’ 
knows the inner meaning of Executorship and Trusteeship. 
Consult the‘ General’ and be confident that your dependants 
will be faithfully served. 
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e.g. a payment to us of £1,000 
will provide an income for life of 
£123 4s. for a man aged 70 or rainy day .-- 


£103 4s. for a woman aged 70 






Under present-day 
conditions, ‘‘sitting 
tenants”’ are in a very 
favourable position to 
become owner-tenants. 
Why not enquire of 
our landlord? He may 
willing to sell. If so, 
we can help you achieve 
this comforting security. 
Ask for our leaflet 
‘*From Tenant to i 
Owner”. A house very 
often costs little more 
to buy than to rent... 


thanks to Rad | 
ABBEY NATIONAL | 


BUILDING SOCIETY 


Head Office: ABBEY HOUSE, BAKER STREET, N.W.i. WEL. 8282 
Chief City Office: National House, Moorgate, E.C.2. CEN, 6525 





Write for detalis 


The Equitable Life 
Assurance Society 


Founded 1762 



































19 Coleman Street, London, E.C.2 
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Abridged Particulars 


P. B. COW & COMPANY, LIMITED. 


(Incorporated under the Companies Act, 1929.) 
Business Established 1836. 


Rubber and Plastic Manufacturers—Makers of “{L{.L@" Products. 








Authorised : SHARE CAPITAL 









Issued all in Stock : 
in £410,000 Ordinary Stock and 450;000 Ordinary Shares of 4/- each __... ges £410,000 


(Neither the Company nor its Subsidiary Companies have any Debentures, Mortgages, or Loan Capital.) 
The List of Applications will open and close on Wednesday, 20th August, for an 
OFFER FOR SALE 
F 


250,000 Ordinary Stock Units of 4/- each at 19s. 3d. per Stock Unit. 


The Offer for Sale shows (inter alia) : 


1. The original business of P. B. Cow & Company was established 111 years ago and is one of the oldest rubber manufacturing businesses in the 


world, Its more important products include diving dresses, submarine escape apparatus, mining personnel equipment, surgical utensils, hot 
water bottles, etc., and the well-known “ LI-L@”’ air bed 


In 1944 the directors, anticipating the coming world shortage of fabrics, devoted as much of the laboratory staff’s time as could then be spared to 


_ study of thermo-plastics and as a result of their successful research the Company is to-day one of the largest producers of plastic sheeting in 
the country. 


Profits for the seven years ended 3ist December, 1946, averaged £148,669 per annum (before charging E.P.T, and N.D.C., interest on borrowed 
money, deferred repairs and Income Tax, but after deducting Directors’ fees and remuneration at the rates now payable) and the Directors are © 
of opinion that annual profits should in future average not less than this amount. 


Interim accounts (subject.to audit) show a net profit (on the above basis) in excess of £100,000 for the six months ended 30th June, 1947. 
4. Provided that their ations are realised, the Directors intend to recommended an Interim of 12}°/ and a Final Dividend of 15°,, making 
211 gic wea srs E2790 trem for the Orci peridot 31 December, 1947. ‘This would represent a dividend return of approxi- 


Coe ofthe fe be od i Sale, on few terms of which alone peaches will be considered, and forms of application are now obtainable from :— 










New Issue 15, Bisho London, E.C.2, and Branches. 
: r @co 113, Old Broad Street. London, E.C 2 and The Steck Exchan : 
REGISTRARS AND TRANSFER :»M. SAMUEL’ & CO., LIMITED, Shell House, $5, Bishopsgate, London, E.C.2, 
and from ‘ 





Registered Office of the Company: 12 HAY HILL, BERKELEY SQUARE, LONDON, W.1. 
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TENSIONAL STEEL STRAPPING 
INCREASING HOME AND EXPORT DEMANDS 
MR KAY HARRISON ON THE OUTLOOK 


twenty-third annual general meeting 
Fad le daanciok Limited, was held on 
the 12th instant at Winchester House, Old 

Broad Street, London, E.C., Mr Kay Harti- 

the chairman, pre - 
secretary (Mr H, C. Miller, A.C.LS.) 
having read the notice convening the mect- 
‘ao and the report of the auditors, 
chairman said: Gentlemen,—I° am 
that it is not possible for us to day 
oie the pleasure of the presence of 
Major Curling. He recently and most un- 
fortunately met with an accident and I 
have been asked by him to convey'to you 
his regrets and keen disappo.ntment at not 
being able to be present. I am sufe you will 
icin with me and his co-directors in seni 
to him our warm and very. best wishes 
for a speedy and complete recovery to normal 
pealth, (Hear, hear.) 

The directors’ report and accounts 
having been duly circulated, I will, with 
your permission, take them as read; and in 
dealing with the accounts I propose in the 
customary way not to comment upon all 
the individual items and to limit my remarks 
to those which are of particular significance. 


BALANCE SHEET ITEMS 


Referring to the balance sheet and the 
liabilities side, the general and dividend 
equilisation reserve is unchanged at £35,000, 
a sum which is, I think you will agree, sub- 
stantial in relation to the issued capital. _ 
might with advantage point out that this 
reserve has been built up within only the last 
seven years, and I submit it well reflects the 
wisdom of the conservative financial policy 
of board. 

a ceovisielh for National Defence Con- 
tribution and profits tax at £3,000 is made 
up of £1,500 in respect of profits tax calcu- 
lated on the profits now under review and a 
like sum representing the previous year’s 
provision for National Defence Contribution 
in fespect of which the assessment of lia- 
bility was still pending with the authorities 
at the date of closing the present accounts. 

Similarly, the item provision for imcome 
tax of £20,500 is made up of £8,500, being 
estimate of liability calculated on the profits 
shown in the present accounts and £12,000 
Tepresenting the previous year’s provision in 
respect of which the tax computation has not 
been agreed with the authorities. 

Turning to the assets side of the balance 
sheet the item shareholding in subsidiary 
company £28,000 is unchanged. ‘This refers 
to Gerrard Safe Seal (Overseas), Limited. 

ou will observe that the annual accounts 
now include for the first time a consolidated 

sheet and on this I will make some 
comments later. 


TECHNICOLOR, LIMITED 
Investment in Technicolor; Limited, at 
£29,087 is the same as last year and repre- 
sents the cost of our holding of 45,320 “ 
shares of £1 CE a a that is, a par 
ws of £45,320. In a She. 4990: pea 
lately preceding years we 
dividend on this i and 


and the trading results arising therefrom have 
been eminently satisfactory, and to this I 
would like to add that the Technicolor 


Company is embarking 7 a production 
programme providing for a substantial 
increase in ‘output. 


RESULT: OF YEAR’S OPERATIONS 


Advetting now to the t and loss 
account, embodied in the directors’ report, 
it will be observed that the trading profit is 
£24,918, as against £25,394, showing a small 
decrease of £476. Inquiries and demands of 
customers compared favourably with the pre- 
vious year but deliveries by suppliers of raw 
material were not up to our sales require- 
ments, due to short supply conditions of 
steel, our staple raw material. During the 
year, in common with other industries, our 

jal costs and running expenses were 
higher than in the preceding year, and in the 
light of such circumstances you will, I hope, 
regard it as satisfactory that the trading 
results are approximately equal to those of 
last. year. 

The net profit for the year after provision 
for income tax is £14,903, compared with 
£14,787 last year, and after including the 
balance brought forward there is a total sum 
of £17,863, of weich £4,034 has already been 
distributed as an interim dividend thus 
leaving the sum of £13,829 for appropria- 
tion. As the next item of business at this 
meeting I am submitting a resolution author- 
ising. the payment of a final dividend of 10 

cent., and a bonus of 5 per cent., both 

income tax, which will absorb £6,051, 
and leave a balance of £7,778 to be carried 
forward to the current year as against £2,960 
brought in. 

As previously mentioned, a consolidated 
balance sheet is now before you and your 
directors. took the opportunity of making this 
arrangement which is in accordance with 
modern accounting practice and anticipates 
one. of the amendments of Company Law 


made by the new Companies Act 
which received the Royal Assent last 
week. I do not think there is. any 


need for me to say anything. in ampli- 
fication of this consolidated ‘statement beyond 
making the observation that, after allowing 
for proposed appropriations, the net. floating 
assets of the g amount to £66,152, while 
reserves and surplus amount to £46,686. 


SELLING PRICE POLICY 


Having now dealt with the accounts it is 
fitting that I should refer on this annual 
occasion to our main ‘activities as manufac- 
turers. and distributors of tensional steel 
strapping products which are of a specialised 
nature and supplied for the purposes of re- 
inforcementand security in transit and safe 
delivery at destination of all types. of pack- 
ages containers. The imward raw 
material supply position, generally speaking, 
was somewhat easier than last year but, 
although more favourable, it did not permit 
us to satisfy all the requirements of our 
customers. 

The year has been unfortunately marked 
by, as I have previously mentioned, still 
further increases in costs of steel, which we 
have been reluctantly compelled to pass 
in. part, to. our customers, On the. subject 
rising costs, it is our policy to maintain sell- 
ing prices unchanged wherever possible and, 
if this is found to be not. praci to 
restrict any increase in selling prices to the 
lowest workable proportion ; a condition of 


that buyers and sellers should jointly con- 


) tribute in, an effort, to combat inflationary 


tendencies. 

Export business during the year was grati- 
ee ee ee es 
scale in comparison with preceding years, 
such businéss is*now conducted exclusively 
by the subsidiary Gerrard Safe Seal (Over- 
seas), Limited, as indicated at the last annual 
meeting. Much has already been done in. re- 
establishing our overseas connections after 
their dislocation during the war. We, haye 
been inundated with export orders and in- 
quiries, but it has. not been possible to cater 
for all these senninE ns on account of the 
nation-wide steel shortage. In. such circum- 
stances we hope there will be an improve- 
ment in the supply ition to it us to 
take full advantage of the prevailing. overseas. 
demands for our products. 


DISADVANTAGES OF STATE OWNERSHIP 


Last year my colleague, Major Curling, 
when presiding, made some comments on the 
subject, of nationalisation, and in. view of its 
extreme importance I tender no apology in 
making this further. reference and wish to 
confirm the views he then expressed, State 
ownership, in itself. cannot solve our indus- 
trial problems, the inci i the 
achievement of a substantially higher output 
per man-hour or man-year, call it what you 
will, which is a prerequisite for immediate 
and sustained national recovery. _Manage- 
ment by the State, judged from modern busi- 
ness standards, is costly and its degree of 
efficiency, if any, is below that attained or 
attainable under. conditions of private enter- 
prise. 

State ownership in the most simple terms 
denotes a supreme monopoly from which no 
appeal will be sible and in my opinion 
negatives requisite fundamental elements in 
business such as sound economy, incentive, 
enterprise and alacrity in administrative 
action and decisions ; without these and other 
factors in play jt is difficult, if not impossible, 
to envisage any satisfactory condition of 
industrial economy which will permit traders 
to compete successfully in world markets, 
and this the more so having regard to the 
years ahead when a sellers’ market has 
changed to that of a buyers’, a process of 
ene there are already first signs in some 
trades. 


IMPORTANCE OF COAL 


I am sure you will understand it is not 
possible for me to make any worth-while 
forecast of trading results for the current 
financial year, having regard to the difficult 
supply position. Being manufacturers we are 
naturally dependent upon a constant inflow 
of raw materials, particularly steel, to enable 
us at all times to maintain and extend the 
“Gerrard” service to customers of all cate- 
gories, including, in large measure, manufac- 
turers and. distributors of foodstuffs and 
ancillary materials, 

It is therefore our earnest hope that the 
Government appeal for increased production 
will be successful in the first instance in the 
now nationalised sphere of coal; here is the 
key to recovery, for the non-availability of 
coal in ient quantities will result in 
large and small producers not being able 
fully to operate their plants. accordmg . to 
capacity, and thus being faced with limita- 
tions in their productive ability ‘to cater for 
the pressing and almost insatiable demands 
of this postwar era. Given a permanent and 
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PARKER’S BURSLEM BREWERY, LIMITED 


FACTORS AFFECTING OUTPUT 
CAPTAIN DOBSON’S REVIEW 


The annual meeting of Parker’s Burslem 
Brewery, Limited, was held at the George 
Hotel, Burslem, on the 8th instant. 

Captain G. W. Dobson, O.B.E. (chairman 
and managing director), in his speech, said: 
You will recollect that I told you last year 
that we had had « 15 per cent. cut in our 
output—made in May, 1946—which is still 
in being, so it has operated during the whole 
year. Moreover, in August, a 10 per cent. 
reduction of gravity was imposed and was 
not, until May last, restored. These two cuts 
have had the effect of causing a further 
shortage of supplies and making a weak beer 
still weaker neither of these effects are to 
the advantage or satisfaction of our customers, 
and although the gravity reduction has now 
been restored, the amount of malt available 
has not been increased and, therefore, if 
we make the beer stronger we shall have 
to reduce the quantity brewed. This would 
be a serious matter when supplies are already 
so curtailed as to close our houses for so 
many days a week. 


FUEL CRISIS 


To crown these blows, we had a fuel crisis 
in February and were informed by ‘the 
Government that we could only have about 
a quarter of the coal we needed. The de- 
liveries of this meagre amount were often 
delayed and/or not delivered, and, with our 
stock very soon exhausted, we had to do 
the best we could with what fuel we could 
obtain from anywhere. 

To add to our troubles, as you will re- 
member, the electricity was cut off during 
the greater part of the day, and since we are 
dependent on electric power for our brew- 
ing and bottling, it was impossible for us 
to carry On our activities. © obviate any 
such recurrence, we have installed our own 
electric generating plant, which will carry 
half the load that is required on the brewery. 
‘This, I hope, will prevent us from being 
put out of action again. It is an expensive 
proposition, but it is « safeguard which I 
think we are bound to take. 


LOWER OUTPUT 


All these factors have contributed to 
cause the bulk output of our beer to be 
considerably less than last year, through no 
fault of our own, and I am bound to say 
that I feel that the Government have handled 
the beer question very badly. In my opinion 
—and I notice that Mr Walter Scott, at 
Ansells annual general meeting, held the 
same view—in some ways. we brewers are 
in a position to judge these matters as well 
as, if mot better than, Whitehall. If there 
was an adequate supply of beer in_ the 
country, we should have far less labour 
troubles and we should get better output in 
coal mines, in steel works, and in every 
form of our industrial activities. f 

Two years after V-Day we are having less 
beer, less tobacco, less whisky, less every- 
thing, in spite of the promises made at the 
General Election. 


LOSS OF LICENCES 


I regret to report that the renewals of 
three licences have been referred, and the 
compensation authorities have decided to 
close three houses. This is a severe loss, 


the year before. 
since we have no opportunity, because the 


licences to put some of our older houses in 
good order, which we admit require altera- 
tions to bring them up to date—that they 
are being taken from us. The loss of these 
houses means that we have fewer to move 


to development areas when the time comes. 
Moreover, as the shortage of supplies is so 
evident, I fail to see how any house can be 
called really redundant. 

Continuing our policy of establishing our 
selves in the areas which are being de- 
veloped and not properly served with 
licensed facilities, we have been successful 
in obtaining two new licences and two fe- 
moval orders. 


TRADING PROFIT 


The profit on trading of £313,182 is orly 
£12,694 less than last year. This year, how- 
ever, the charge for all taxation, which is the 
estimated liability in respect of all taxes 
on the profits of the year to date, is some 
£40,286 less than it was last year, due 
chiefly to the cessation of excess profits tax 
last December. Consequently, the net profit 
for the year shows an increase of some 
£29,000. 

I think that, under the circumstances, this 
is a very gratifying result, particularly as 
during the year we have spent some £24,000 
more on repairs to the brewery and plant, 
whilst we have also paid much the same as 
last year in annuities to our old employees. 
The large amount spent on repairs is one 
which, I am afraid, it is impossible to cut 
down, unless we are prepared to see our 
property deteriorate. 


TAXATION PROVISION 


I now turn to the profit and loss appropria- 
uon account, from which you will see that we 
have brought in « transfer of £50,000, the 
whole of the contingencies reserve, and trans- 
ferred the majority of it to future taxation 
reserve. If you remember, I said two years 
ago that this reserve had then been brought 
up to cover our liab:lity for the current fiscal 
year. I am now advised that, in conformity 
with the recommendations of the Institute 
of Chartered Accountants, it is considered 
good finance to cover our liability up to 
and including the year 1948-49, i.e., to cover 
our liability for taxation on all the profits 
we have earned up to the date of these 
accounts. To do this, it is necessary to bring 
the reserve for future taxation up to some 
£164,140. 

The question of the appropriation of the 
profits has caused your directors much con- 
sideration and, as a result, we have decided 
that the stockholders are entitled to a share 
of the greater profits, and we therefore 
recommend that the final dividend on the 
ordinary stock shall be 25 per cent., making 
30 per cent. for the year. 


THE OUTLOOK 


The current year shows no diminution in 
the demand for our goods, and since we have 
been able to brew more beer in the last 
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ZINC CORPORATION, LIMITED, 
EXPANSION POLICY 





The thirty-sixth ordinary general Meeting 
of the Zinc Corporation, Limited, was held, 
in London, on the 7th instant, Mr John R. 
Govett, the chairman, presiding. 

The following is an extract from his state. 
ment, circulated with the report and account, 
for the year 1946:— 

In the statements I have made during 
past few years the lack of shmapoy te 
Broken Hiil has been a topic which has 
largely set the background to my remarks, 
This ume last year I was able to tell yoy 
that since the termination of hostilities men 
had been returning steadily. This has con- 
tunued throughout 1946, and we have been 
able to increase very substantially the n 
of men employed in and about the Surface 
and underground workings of our Property, 





RESUMPTION OF DEVELOPMENT 


_ With the easing in the manpower situg- 
tion we have been able to resume on a full 
scale our plans for the development of the [duu 
ore body. A comprehensive campaign has Raves 
been carried out and encouraging 
results obtained. Cost of production 
shows an imcrease due to the increages 
in wages which follow the higher prices for 
lead, plus the increased costs of all supplies 
and services essential for the working ot the 
mines, but in all the circumstances your 
directors consider the figures reasonable, — 


The prices realised for the company’s pro- 
ducts have been: For six months in 1947, 
£61 18s. 6d. per ton lead; 3s. 9.4d. per fine 
ounce silver and 98s. 5d. per ton zinc com 
centrates, as compared with £37 ls. 3d., 4; Soph 
and 87s. 7d. in 1946 and £25 4s. 3d., 2s. 75d from Ti 
and 60s, 6d. in 1945 respectively. i 










Receipt 
Wireless | 
Crown La 


Receipt 


Total On 


Sevr-Ba 
Post Offic 
Income 


E.P.T, 
Total ... 


THE BROKEN HILL CORPORATION, LIMITED 


The Corporation has recently formed 4 
subsidiary company, The Broken Hill Gor 
poration, Limited, the objectives of which 
have already been announced. 


Last year I advised you of the programme 
of exploration which we were undertaking, 
The highest priority is being accorded to the 
Broken Hill district. The evidence to date 
entitles us to consider that our enterprise 
will be well rewarded, and the Corporation 
has already joined forces with the D’Arcy 
Exploration Company, Limited, and with Expe 
the Vacuum Oil pany Pry., Limited, ia 
the search for both natural gas and oil. 

The higher range of metal prices so far 
experienced this year justifies us in expect- 
ing the profits for the current twelve 
to be in advance of those realised for 1946, 
notwithstanding the considerable increase in 
the royalty charge and overall taxation which 
our gross profits will attract. While we be 
lieve we are entitled to expect a continuance 
of reasonable perity for our industry, we 
desire to emphasize that the directors’ policy 
and programme of operations are definitely 
not built upon the full maintenance of the 
current or recent level of metal prices. 
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gOVERNMENT RETURNS 


For the week ended August 9, 1947, total 
: revenue was /{55,773,087, against 

expenditure of £34,544,604 and 
to aking funds £340,000. Thus, in- 
duding sinking {und allocations of £3,871,384, 
he us accrued since April Ist is 

112,658, against a deficit of £304,851,411 
the corresponding period a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 


aes 
‘Becdipts into thie 

Exchequer 

(£ thousand) 


Set Te tao 


’ April | April | 
eee oa P| Week | Week 
to to j ended | ended 
Aug. | Aug. | Ao. | Aug. 


10, 9. wee 
1947 


1947, | 1946 


11073000) 303, 


a 80,000; Ls} 

etc., Duties, 155,000 53,4 
= a | 57,000 12,5 
ie Ss aaiied 11,1) 
OM sie s | 262,000. 111, 59 





Other Inland Rev! 1,000 
Total filand Rev. 1568000 504,876) 462, 325 20,467) 19,956 





736,960 200,702) 269,648) 14, 397) 14,471 
| 643,040 207, "672) 214,700) 4,000) 18,283 


nant cecil ites) ini combatants 


eS Ferree 


Total Customs «| 
















Ext@ ...-..5 1380000 soe. ste) — 18,397} 32,754 
Motor Duties .... 50,000, 8,556 9,707 1,110 1,616 
Surplas WarStores' 95,000, 14,534) 64,047 84 
Surptas Receipts } ; 

from Trading. .) 55,000}... 25,00 : a 
Post Office (Net; | 

Reteipts} 2... : roa a 450'Dr. 80 
Wireless Lidences.| 11,000; 1,760; 2,64 iat t Chee 
Crown Lands .... 1,000 390) 410) 

Receipts from | 

Sandy Loan 21,000 4,885 13,597) 1,215 

Miscell. Receipts... 270,000 5,834) 155,679) 28 





. 34 51000 ‘51, 710 1217753! 40,691) 55, #5 


Total Ord. Rev. . 





49,380} 2,650, 3,080 
income Tax on 
ERT, Refunds} 49,000, 84,616]. 7,121} 5,876 262 
a cai... \se4230 1079476) 1274254| 54| 47,211) $9,115 


Issues out of ‘the Iixchequer 
to meet payments 














& thousand) 
Esti- . i 
Expenditure | mate, | Abr! | ABH | Week | Week 
1947-48) pr t ended | ended 
i o Aug. | Aug. 
fa) A ant Se 
| 1946 | ige7 | 2946 | 1947 
~~ Oabinary of Ce eney er pee ee 
Expenprrure | | 
Int, & Man. of i 
Nat. Debt... .| 525, 000) 147, 970 157, 998) 2, 522, 3,728 
Payments to N. 
on | 23,000 5, sri 7,371, 696) 696 
Other Cons, Fund | 
Sees. 8,000 3,236) 3,260 
Nae 556,000 156,777 168,629 3,218 4,425 
Supply Services. 2625367:1095992) 762,140 39,000) 30,120 
Total Ord. Exp... 5181367 1252769 930,769, 42,218 34,545 
Ste Batancinc ae FS 
P.O, & menting 144230 43,150) 49,380 2,650 3,080 
on 
EPL, Refunds, 49,000 84,616) 7,121 3,876, 262 
Be ass sass ss 3374597 1380535, 987,270, 48,744) 37,887 


Alter fPreing Exchequer balances by £225,316 to 
a Reva other operations for the week decreased 
Stess National Debt by £17,137,451 to £25,467 million. 


NET ISSUES ({ thousand) 


O. and Ti 

ROM Sr reels vee 
—. Scotland) Act, $s! a ME. a 500 
he ns Act Section 3(1 550 
far Dots Act, 1946, Section oS, Section 3). “a 

: War x Damage Commission. ... 2. 6.. 2,000 

saanee Ten ee ee 153 
Loans a ee oe 80 


eh te pete Me Sie 


~ a 


CHANGES IN DEBT (£ thousand) 
Net Receirrs Net REPAYMENTS 








24% Defence Bds,... 957 | Treasury Bills ..... 46,411 
Other Debt -— National Savings.;. 1,200 
Extenial ...60...5. 2,482 | 3% Defence Bds.... *2,284 

Ways & Means Ad- 24% Terminable An- 
Mh ok hci 31,780 nuities.. ..,... oa.» 1438 
Tax Reserve Certs... 994 

Other Debt :— 

Intermal. . ... 4 28 
35,218 §2,355 








* Including £1,597,000 paid Off on maturity. 
FLOATING DEBT 














(¢ million) 
Ways and 
Treasury r 
Bills Pe moo ad 
va sury | Total 
Date oe | De- | Float- 
Bank a Dg 
Tender; Ta Public of a A ne 
P Depts. | Eng- 
land 
ngs eo] 19 1940: o| 2an1- 0| 378-2 “| aseaes| 6273-7 
¢ 
1947 | 
May 3} 2190-0 | 2661-5!| 507-9 | 1463-5} 6822-9 
» 10 | 2190-0 | 2629-4! 401-3 |... | 1463-5 | 6684-2 
ys 17 | 2190-0 | 2627-1) 348-0} $25 1463-5| 6633-8 
» 24 2190-0) 2620-1 | 327-5] ... | 1463*5 |} 6601-2 
»» 31 | 2180-0 | 2603- 3 337-5 | 1-5 | 1463-5 | 6585-8 
June 7 | 2180-0 | 2584-9| 341-5} 5-5 | 1463-5} 6575-4 
w» 14 | 2180- 0 | 2592. 1) 347-1 | 10-25 | 1453-5} 6582-9 
ys 21 | 2180-0 | 2614-4) 341-9] 10-0 | 1443-5} 6589-8 
+5 28 | 2180-0 | 2537. 3) 49-9... |1442-0| 6529-2 
July 5 | 2180-0 2584-9) 356-7 | 6-25 | 1368-5) 6496-4 
»» 12 | 2180-0 2541-0 378-6 | ... | 1358-5} 6486-0 
» 19 | 2180-0 2503-1) 328-9 | 1408-5 , 6420-5 
26 | 2180-0 2495-4 270-9) 1408-5} 6352-8 
Aug, 2 2180-0 2470-4) 317-7} 2:5 | 1400: 5| 6371-0 
9 | 2180-0 242 0| 48-4 8 5:5 |1900:5) 6356-4 
TREASURY BILLS 
(£ million) 
} Per 
Amount Average Cent. 
Date of wth bleed oF pte. Allotted 
Tender 4 ea | ae at 
Offered, yt pind ee Min. 
° Rate 
1946 | 
Aug. 9 | 150-0 | 281-1 | 150-0} 10 1-02 36 
1947 
May 9] 170-0 | 296-3 | 170-0] 10 1-38 44 
» 16] 170-0 | 281-2} 170-04} 10 1-62 49 
» 23} 160-0 | 284-5 | 160-0} 10 1-45 43 
. 30} 170-0 | 282-5 | 170-0] 10. 1-66 49 
June 6 | 170-0 | 290-5] 170-0] 10 1-49 45 
» 13} 170-0 | 277-7] 170-0] 10 1-61 49 
* 20] 170-0 | 282-0 | 170-0} 10 1-65 49 
s» 27} 170-0 | 288-4] 170-0} 10 1-43 46 
July 4] 170-0 | 292-1] 170-0} 10 1-51 46 
» 11] 170-0 | 299-8] 170-0} 10 1-09 40 
” 48 | 170-0 | 294-5 | 170-0] 10 1-39 44 
;, 25} 160-0 | 292-4] 160-0} 10 1-24 40 
Aug. 1] 160-0 | 287-9} 160-c | 10 1-11 39 
» 8} 2190-0! 276-6] 170-0] 10 1-48 49 


On Aug. 8th. ae for bills to be paid on Monday, 
Tuesday, Wednesday, Thursday and Friday were accepted 
as to about 49 per cent, of the amount applied for at 
£99 17s, 5d. and applications at higher prices were ae 
in full, Applications for bills to be paid on Sotpeany, ot 
£99 17s. 6d. and above were accepted in full, £170 million 
maximoum) of Treasury Bills are being offered for Aug. loth. 
For the week ended Aug. 16th the Banks will be asked 
for Treasury deposits to an amount of £60 million’(max.). 


NATIONAL SAVINGS 
({ thousand) 
Totals 


Week Ended ya oot 
Aug. 3, | Aug. 2, | Aug. 2, 

















oe Sauvage he eee Lo ae 
Savings Certificates :— | 
Recs? 0k e | 2,400 2,900} 91,750 
Repayments ......+++-+- i 3,400 | 2,750 | 50,250 
——— oOo 
Net Savings ..........-+- Dr.1,000 | 150 | 41,500 
Defence Bonds :— | 
Receipts.....+.sscessers | 1,700} 1,785 | 33,185 
Repayments ........ +--+ Pee 764 | 32,823 
Net Savings si... ...s... 1,700 | 1,021 | 20,362 
P.O. and Trustee Savings | 
Banks ~~ | 
Receipts: .....+.... voce» | 12,965 | 14,109 | 251,622 
Repayments ....... iiss 11,814 | 17,263 | | 240,103 
Net Savings ........... 1,151 Sa aera 8,482 
a 
1,851 |Dr.1, 9n3 | 53,380 
495 | | 10,038 
_Femaining invested ...... | 2,143) 2,250 | 36,135 


Statistical Summary 


BANK OF ENGLAND 
RETURNS 


AUGUST 13, 1947 
ISSUE DEPARTMENT 








i 

Notes Issued : Govt, Debt... 11,085,100 

In Cirely>. . . °2421,771,845 | Other Govt. 
In Bankg: De- Securities ... 1438,356,175 
partment... 38,475,988 | Other Sees... . 617,795 
than Gold... 10,930 

Amt. of Fid. 
Tssue 2.0.56. 1450,000,600 

Gold Coin and 

Bullion {at 

172s. 3d. per 
Oz. fine)... + es 247,833 

1450,247,833 

1450,247,833 


BANKING DEPARTMENT 











; f ‘ 
Capital ....., 14,553,000 | Govt. Secs... . 342,591,178 
tbs ints. < 3,828,828 | Other Secs. .. 

Public Deps.*. 16,239,859 | Discounts and 
Advances... 20,709,997 
Other Deps, : Securities.... 18,741,132 
Bankers... << 294,889,703 —— 
Other Acets... 93,353,818 39,461,129 
-—--—-—-7—-_—_——_—— Notes. eeeceee 38,475, 28 

388,243,521 

Coll sce tens 2,566,916 
422,865,208 422,865,208 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 
(£ million) 











1946 1947 
Aug. | July | Aug. | Ang. 
14 ; 6 13 
Issue Dept. : 
Notes in circulation ...... 1383-4)1419-3,1421-7}1411-8 
Notes in banking depart- i 
WE cior canton teat 16: 30-9) 28-5) 38:4 
Government debt 
SECUTItIES® . .csccveees 1399-2)1449- 311449. 3)1449-3 
Other securities......... 0:8 0-7) 0-7 0-6 
GONE ong ina? sh ceaeneks 0-2, O02 0-2) 0-2 
Valued at s, per fine os. | 172/3\ 172/53 172/3) 72/3 
Banking Dept. : i 
Deposits : i 
Pe aS 33-8} 11-3} 18-2) 16-2 
Dee oe iiss, hc hc obs 243-0 301-8) 279-6) 294-9 
CESS nso. 5 oe sees 52-4 95-1) 95-8! 93-3 
WOO 25. oe eae 329-2) 408-2) 393-6) 404-4 
Securities : i 
Government............ 295-2) 336-0 335-0) 342-6 
Discounts, ee 17-0} 28-6, 19-0] 20-7 
Other. oii ssi teeeys 17-4) 28-5) 27-2) 18-7 
TOMS... bs. Keshia | 329-6) 393-1) 381-1) 382-0 
Banking dept. res.......... 18-0} 33-4) 30-9} 40-8 
% % 1% % 
“ Proportion". ... icv... | ‘Beal ‘8-a} “F-a} foo 


* Government debt is £11,105,100, capital £14,553,000. 
Fiduciary issue raised from {1,400 million to £1,450 
million on December 10, 1946. 


GOLD AND SILVER 


The Bank of England’s Official buying price for gold 
remained at 172s. 3d. per fine ounee throughout the week. 
Market prices* were as follows :— 








SILVER | GOLD 
connie we re ee 
1947 Load | New York) Bombay Bombay 
[per ounce per ounce: ‘per 100 tolas} per tola 
uk ae | his te. 
Aug. 7...) “S73 61 t 378 @ 109 «4 
e Ss. ;  SUf 61 i 377 24 108. 10 
os 9-.5 Markets | Closed | 177 4 i088 
Basie i 37 623° | (1% 2 199 0 
<p ARS 38 63} 17% 12 110 (0 
16 Babes 38 \ 643 | 16 10 ws. 10 
a * Spot eash, 
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MARKETS... HE); WNION BANK 


3 
for you OF AUSTRALIA LIMITED | 
in “AUSTRALIA USTABLSHED HOR TL ial 


Rare oo 


a 


. With network of branches: droughts important pastoral, iculeyral, 
‘Australia and New Zealand are rich . ee : - 


markets to develop because of the “* ma on ‘ase 
_ élatively high purchasing power of AUSTRALIA and NEW ZEALAND ae 
ain @ copy 0 is book- thei people. tmen % 
ae from jane ‘oeawe or i eaeal a som ony ele y , end with Agents in the principal cities throughout the world, The Union Bank’ 1 
on hoa wales loan bankers to consult of Australia, Limited, is able to eter the tecilities of 3 most api 


BANK OF NEW SOUTH WALES ||. 1, connmiti’ Swoon, ssid 


ow. a 
FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC West End Agency : f 
London Offices: 29 Threadneedle Street, E.C.2., and 47 Berkeley Squore, W.I. 15, CARLOS PLACE. LONDON, Wi 


REFUGE ASSURANCE COMPANY LTD. 
Chiet Office: OXFORD STREET, MANCHESTER, |! 


THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(/ncorpe: ated in the Colony of Hongkong.) 
CAPITAL ISSUED AND FULLY PAIS wp - . 
RESERVE FUNDS STERLING - - 
RESERVE LIABILITY OF MEMBERS | - ° - 


Head Office: HONGKONG, 

HE London School of Economics and Political Science (University , is 

of London) may award to men and women graduates one or more ie Cheat: ae va mane Tet, A. OBR 
ort tas Research Studentships (each of the value of £50 a year, N 

lemented in the case of full-time students by a maintenance grant 

of ) for full or part-time research at the school. A limited number 
of BURSARIES to assist postgraduate students to proceed with re- 
search may also be awarded on proof of financial need. Application 
forms, whieh must be returned by September 6, 1947, may be obtained 
from the Secretary, London School of Economics, Houghton Street, 
Aldwych, W:€.2, 


ANNUAL INCOME EXCEEDS 

ASSETS EXCEED ~ 

CLAIMS PAID tXCEED : - €181 “000,000 
+1946 Accounts) 





Maails 
Muar (Johore) Singapore 
A' important vacancy for a General Sales Manager exists in a large * Branches not yet re-opened. 


and well-established company engaged in the manufacture of London Office: 9, GRACEC STREET 
primary and of fabricated materials used in the fields of insulation and ' eee + ae 


‘GKONG N USTE 

of plastics. Many other applications are under development. The pro- \ eet Boke yee tee fend Be Suen aed 
duct sells mainly in technical applications, and therefore a high standard The king 

of technical education, such as a University Degree in Science, or the Trustee in approved cases. Trustee Companies, also 


equivalent of. the Higher National Certificate in Engineering, or similar PIES 208 Seen. 
qualification; is very desirable. 

The General Sales Manager will be responsible for leading the sales 
effort of the company. A man between the ages of 35 and 45 is pre- PIONEER MENTAL HEALTH SOCIAL WORK 
ferred. Applicants must show thorough and successful experience in Applications are invited from trained or experienced social oe 
general sales organisation. 


The post covers heavy responsibilities and the work will be arduous. Dasdnlacmeiecen Werknam epee: ebehomeee with the * cata 


casework connected 
The post is progressive and carries a substantial initial salary, subject | in the community of men and women suffering from nervous or 
to obligatory Superannuation scheme. Residence near the headquarters | disorders. Candidates will receive three months’ theore 


of the company at St. Helens, Lancashire, will be essential. practical training, partly in London and partly in the provinces, Salam 
A rigorous selection will be made, and those with inadequate qualifica- during preparation at the rate of £250 p.a., thereafter from. & W-£3% 

tions are asked not to apply. p.a., according to experience.—Applitations, with copies of twe,ree 
Address applications, with an outline of career, to M.D., c/o Fibre- testimonials, to be.sent to the General Secretary, National 

glass, Ltd., St. Helens, Lancashire. for Mental Health, , 39, Queen Anne Street, W.1. 


Pull particulars may b had on application 





DRIVATE Secretary required for Managing Director merchant busi- pPhockentTe post for young statistician in London ae 
ness, Must be highly intelligent, well educated, efficient in Short- search office of large food concern. Goot honours de re ae 
hand and Typing, thoroughly experienced and qualified in all other matics with ambition to apply specialised knowledge to 
secretarial duties, Consideration given only to candidates with out- | lems, Initial salary will depend on qualifications; Seine on a 
standing qualifications and experience. Preference to applicants willing strated ability in technical auc business aspects. —Write Box 529, ¢ 
to do a spell of a in Malaya.—Write, we age and all particulars, naar lelienonenyepncte rns 
to E Box 766, Dorlan 18, Regent Street, 5.W.1 Fonomic Research. A vacancy exists for a young to 
i sa es initiate an economic research unit in the Market. Research 
{A ANTED, a Secretary for well-known group of rubber companies, | ment of a large business organisation. The ‘ideal applicant be 
who must have had at least five years’ experience : of - secretarial under 30, and will have taken an honours degree in economies f 
practice, age about 35.—Write, giving full particulars of experience and by at least a year’s practical experience either in post-graduate 
salary Fequired, to B Box 790, Dorlan . 18, egent Street, S.W.1. or in an economic research unit elsewhere, The starting Lope will be 
- eer generous in relation to age and experience, and prospects will 
ReQuiren by Statistical “section of large manufacturing Company entirely on the unit's progress and its contribution to the 
with. world-wide interests, an Assistant experienced in dealing The person appointed will be required to live in the North of 
with overseas irade and market statistics, or with Yniversity training in —Please write fully to Box 537. 
economies and statistics. Knowledge of one or more European languages nina ellaieebilen RN 
an advantage. The Statistical Department is of comparatively recent XPERIENCED Business. man, retired, but fed up, would 
formation and offers considerable scope to a man with initiative,—Write executive or managerial; interestin work, not salary, 














Box 851 at 191, Gresham House, E.C,2. portance. —Write e Box 5 c/o Whites, Ltd., 72, Fleet Street, EA : 
ADVARKET Research Manager required by progressive expanding com. | J,{OREIGN CORRESPONDENT.—Fhient. French, German z 
M pany at Slough. Must be a qualified statistician and capable of shorthand, moderate Italian, seeks post.—Leach, 52 Colburn 


directing a department. Comprehensive experience of consumer re- | Hatch End, Middx. 
search essential. epee a - young or woman with initia- rrr . 
tive. Age 28-35, s celery uD to £900 per annum according to EASTERN WORLD. Informative journal on Indian, Far Baste 
qualifications and experience.—Write to Box 588. ; nate a faim. Monthly 1s. 6d., yearly 19s., post free.—141, Welle 
—— ntimitoeljneen ey Cou 

)\RBEE-LANCE JOURNALIST, 28, recently returned from semi- — Wo 





eng 





diplomatic appointment in the Middle East, seeks post where ex- UXURY MOTORING TOURS! Switzerland, Dolomites, I 
perience of leader and feature writing on scientific, so¢ial and potitical ‘‘The Mediterranean Island Fortnight’ "Glorious. scenery, 
subjects can be employed.—Box 533. one e » ot Bien leisure. Ask for illustrated booklet.—Lam 

et enheim ‘Terrace, London, N.W.8. Tel.: Maida Vale 4 
Execur IVE Position with scope for imagination and creative ability —_—- 
uired by Information Officer with wide knowledge of Chemical 
Trade | and present trends. organiser, 20 years’ sound experience 


in Publicity and Sales tion.-Box 532. 


NATIONAL ene si etc LIMITED 
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